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THE CAPITAL SUPPLY AND NATIONAL WELL-BEING 


Discovery and computation of new data as to the value and volume of manufactures, 
horse-power and capital employed seem to reveal the precise mechanism by which the 
wondrous industrial advance of the United States in the last century and more has been 
achieved. The essential of this prodigious advance has been acorresponding supply of 
new capital, and this capital appears to have been derived almost wholly and directly 
from the industries themselves, from high profits, and not from imaginary “national 
savings.” It is this capital, invested in machinery and the development of new processes, 
which alone has made possible the increase in product per worker, and the resulting gain 
in real wages and in general well-being. 

In a paper of two years ago,’ I took note of the amazing decline, in 
the last 100 years, in the labor cost of producing a bushel of wheat— 
pethaps by 80 per cent, or more. How was this attained? 

Chiefly, it would appear, through the use of machinery. The proof: the 
average yield per acre in the United States, whether for all or for the best 
farms, seems to have changed very little in these 100 years or so. It is not, 
therefore, a question of better methods or of fertilizer, or more intensive 
cultivation; it seems due wholly to the increase in mechanical equipment. 
By means of this and solely from this, the field time, it is reckoned, for 
raising an average bushel of wheat has been cut down from some 60-odd 
hours 100 years ago, to around one to two hours now, on a highly mecha- 
nized Kansas wheat farm. 

But the total cost of raising an average bushel has not declined so greatly, 
because the labor time on such a farm is now the smaller part of the cost; 
the greater part is overhead: interest charges, maintenance of machinery, 
depreciation, and the like; and skilled operators. 

So in almost every type of industry. Take the steel trade. The total labor 
cost of producing a ton of finished steel from the ore in the earth cannot 
now be more than a fraction of what it was 100 years ago. Nowadays the 
ore is mined with monster shovels, loaded on boats by machinery, shipped 
to distant mills equipped with every labor-saving device. The same is 
true of mining coal, or copper, or almost every other great product. Con- 
sider the pipe lines a thousand miles and more in length that carry cheap 
oil and gas to the cities and the factories. 

Even in so highly complicated and difficult a process as turning out 
4 present-day motor car, the immediate wage costs are the smaller part of 


*“On the Structure and Inertia of Prices,” Am. Econ. Rev., June, 1934. 
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the whole. Most of the manu-facture, as we say, is not by hand at aj 
but by machines. With the methods of 100 years ago, and the labor cog; 
of that day, probably the lowest priced cars of today could not be made fo, 
$5,000 apiece (if at all). Machinery has cut the cost by possibly 80 o, 
90 per cent. 

All this machinery and equipment (and improved processes) have coy 
money—capital. Whence has this capital come—whence the hundred bil. 
lions, or more, required for the upbuilding of that industrial Ameriq 
which has made us the envy of the world? 

The answer appears to be: from these industries and their owners them- 
selves—in numbers, astonishingly small. As a paradigm of the process, le 
us take perhaps the most spectacular, and best known, example of the 
present day. 

In 1928 or 1929, the Ford Motor holdings could easily have been capital. 
ized at, and sold for, a billion dollars. The total plant investment was 
probably at least half that, or more. Who subscribed this capital? Thirty 
years or so ago five or six men foregathered in a little office to form a com- 
pany. The total capital they could muster was only $29,000, and only about 
half in cash. That was all the outside capital the Ford Company ever had. 
In the intervening years this company has had a gross income of about 
twelve and one-half billion dollars. Of this only one hundred and twenty- 
five millions has been disbursed to shareholders—about one per cent of 
the gross receipts. The other 99 per cent has gone into wages, materials, 
working capital and plant 

Much the same, I apprehend, has been true of almost all our great cor- 
porations, especially in their beginnings. The investing public does not as 
a rule go into new enterprises, and sensibly so; for frequently new enter- 
prises are failures, and only people of wealth can afford considerable losses. 
Moreover, the amounts that really go into industrial share capital from the 
outside are obviously small. Even after all the intensive campaigns of dis- 
tribution of shares, in utility companies and others in the last ten years, it 
still remains true that the great bulk of the shares of all dividend paying 
corporations, several hundred thousand in number, was in the hands of far 
less than one per cent of the population; and probably it has always been so. 
Because these things seem so little understood, by the laity at least, the new 
data revealing the definite relationships between capital supply, industrial 
growth, high wages, general well-being and full employment, which are 
available for the United States now for a considerable period (well over 4 
century ), may be deserving of attention. 


I 


The immediate occasion for the discovery and working out of these data 
was the dramatic turn in economic and industrial affairs in the United 
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States in the last five or six years—years which have witnessed a reversal of 
our long-term economic trends without a parallel, at least in duration and 
intensity. We have had depressions, and some notable ones, throughout the 
last century and more. But nothing comparable with the present instance, 
with its unexampled unemployment and arrest of growth in production, 
trade and well-being. We have had some long depressions, usually broken 
in the middle by a sharp recovery, as in that following the spectacular 
panic of 1837. But the effect upon the population as a whole was then 
relatively slight, for the simple reason that perhaps three-quarters and 
more of this population was then on the farms and to a very large extent 
independent, raising its own food, cutting its own fuel, making its own 
clothing, shoes and the like. The cities then were small. The “industrial” 
population, 7.e., factory and railway employees, was but a small segment 
of the total. The industry of the nation was still largely rural—farm and 
home. 

Again, we have had very sharp depressions, as in 1873-78, and in 1893- 
98, both of these having an interval of strong recovery. In general, the 
period in our depressions from top to bottom has rarely run over 12 to 
15 months. This time it was well over two years and a half; and the re- 
covery, despite some misleading industrial indexes to the contrary, has 
been very slow. Even at this writing we still may have six or eight million 
persons without regular employment, an unequalled number. 

Perhaps the most striking feature of this depression has been a full 
six years’ arrest of that prodigious industrial growth which for well over 
a century was one of the outstanding characteristics of the country. This 
also has no parallel. We have now in the United States excellent annual 
data suficing to measure this industrial growth as a whole back to our 
Civil War; and back of that a wide variety of other data which make pos- 
sible adequate measurements by five-year periods to 1830; further data 
back to the foundations of the Republic, that is, to 1790, sufficient to reveal 
the continuity of this long-time industrial growth. These measures seem 
to show, beyond any question, that in the 140 years intervening, up to 
1930, there had been no such five-year period in all this time that had 
not shown definite increase. The yet more striking fact is that there was 
apparently but little difference in this rate of growth in any consecutive 
periods. Taken by decennial periods, where the more extended data avail- 
able from the census reports may be included, it is shown that there was 
no decennium from 1810 at least (the earliest available date for these 
periods) which showed any material variation from any other contiguous 
decennium; that is, there has been a steady and amazing persistence in 
the rate of increase, a fact wholly at variance with most popular fantasies 
as to wide and momentous variation. (Depicted in Chart I.) 
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CHarT I 


This chart shows sus years, from the earliest dates available, the number of 
employees, capital invest nd value of product in all manufacturing industries in the 
United States, together with estimates of total primary power (excluding that of work 
animals and automobiles), and a composite index of trade and production in the United 
States. The series on manufacturing are all from the U. S. Bureau of the Census, excepting 
capital invested since 1 which are estimates of Mr. John R. Arnold. Total primary 
power was estimated by Mr. C. R. Daugherty, and for 1790 by Mr. Williams Haynes. The 
index of trade and production is a chain-median index, computed by 5-year intervals by 
the Reports Department of the Federal Reserve Bank of New York. Marked —— 
may be noted between the long-time growth of the latter and that of primary power mr 
of capital invested and value of product in manufacturing. A slight increase is ogee 
by the ratio in the use of | ary power per unit of trade and production. Semi-log scale. 
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II 


Along with this prolonged arrest of growth in production and trade 
‘and, of course, in national wealth and material well-being) has been a 
parallel arrest of capital accumulation. A variety of estimates is available 
indicating clearly that from 1930 to 1935 there was practically no net gain 
in national wealth, which means no net savings, and therefore no net in- | 
crease in the capital supply. This also seems without a parallel in the United 
States, so far as any available data can suggest. 

Finally, we have the question of unemployment. For this, both in the 
present and in former times, the available data are inadequate, conflicting, 
a quite possibly misrepresentative. Nowhere, perhaps, in the field of 
economic statistics is the material less satisfactory and convincing. But, 
| think we still may say with confidence that the degree of unemployment 
prevailing in the United States in the last four or five years has been 
without a parallel for any similar length of time in the history of the 
country. This conclusion is derived from the definite relationship which 
in the last half-century and more has been shown to exist between the 
amount and the rate of increase of production and trade, and the degree 
of unemployment. Thus, for example, through the eight years from 1921 
to 1929 we had, with but brief intervals, close to what must have been the 
full attainable working maximum of employment in the United States. 
In view of the wages then prevailing alike in industrial and agricultural oc- 
cupations—farms, factories, building, and the rest—such a conclusion 
seems inescapable. Persistent belief that through this period there was con- 
siderable, or growing, unemployment beyond the normal minimum seems 
to the writer to belong to the realms of fantasy. 

In these years, with brief interruptions in 1924 and 1927, there was a 
singular evenness of industrial growth in the United States as a whole 
that has apparently never been exceeded in the 80 or 100 years which are 
open to close and trustworthy measurement. We had also, in this period, 
as near to something like stability in the composite level of commodity 
prices as the country has ever seen. There was, it is true, an increase in the 
volume of bank credit in excess of what may be termed the legitimate 
needs of production and trade, leading, as is well known, to the greatest 
speculative debauch in the share-markets ever known in any nation. But 
with this single exception there was, it seems clear, no evidence of serious 
economic “imbalance,” no clear proof of serious “over-production,” or 
“over-capacity,” or of similar fads and fancies that are regularly trotted 
out, in every depression ever known, to “explain” the occurrence and as 
a tule to provide the infallible cure.? 

“¢, by the writer, “Over-production and Business Cycles,” Proc. N. Y. Acad. of Pol. 


, June, 1931; “Concerning Economic Equilibria and Maladjustments,” Bull. de J’Inst. 


in ernat. de Stat., xxviii, 1934; “The Problem of Monetary and Economic Stability,” Quart. 
. of Econ., Feb., 1935. 
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Because of all these developments, I have said that no rational person 
could possibly have foreseen the course of events which I have described, 
that came in the succeeding five years, if indeed such fore-vision ever can 
be possible so long as we have no better understanding than we seem ty 
have as to why such a blight should have come. That is why I believe 
that the concatenation of events in just these last five years may be pro: 
foundly instructive if we but carefully consider the data available. 

Ill 

I have set down these various features of the depression in a definite 
order, because I have slowly come to the conclusion, not at all novel or 
revolutionary, that there is between each of these factors a clear, definite 


and inescapable relationship, which means that we cannot have one factor 
without the presence of the other. What is the evidence? 
We now possess in the United States what, so far as I know, are unique, 


long-time records showing the relationship of capital invested, to the value 
of product; and to these we have recently been able to add an index of the 
physical volume of total trade and production, the latter as contrasted with 
the familiar indexes of basic production, farm products, minerals, and the 


like. The first two of tl 
ment census figures. 


se, as to capital and value of product, are govern- 


The United States was, so far as I know, the earliest nation to provide 
a census of manufactures and values, and with these a compilation of the 
total capital invested in manufacturing. For a long time it was supposed 
that these data from the census of manufactures went back only to 1850. 


As a matter of fact, the first of these censuses was taken as early as 1810, 
another in 1820, and a third in 1840. But it seemed to the later census 
officials that these earlier compilations were not of great value, and it is 
only very recently that they have been published by the census office. Some 


time before this publication, they were unearthed by a member of my 
department;* and in delving further we found some extremely interesting 
estimates of the value of manufactures in the first years of Washington's 
administration, that is, in the early 1790’s. These estimates were made 
by Tench Coxe, Assistant Secretary of the Treasury under Alexander Hamil- 
ton, an accomplished statistician and, like his chief, deeply interested in the 


factual presentation of economic relationships. 

When these dollar values of total manufactures are set down on the 
now familiar “ratio’’ or semi-log charts such as are here shown, they fe- 
veal an outstanding line of growth (Chart I). Bear in mind that these 
dollar values are naturally affected by the general price level, though of 


course in nothing like the degree which is indicated by the more familiar 
* By Miss Lucile Bagw Reports Dept., Federal Reserve Bank of N.Y., to whom the 
statistical work of this pap largely due 
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indexes of wholesale prices of basic commodities, which always show far 
wider fluctuations than the prices of finished manufactured products and 
ure therefore often seriously misleading as indications of the general price 
level. 

But we know, from various indexes, that prices generally were high in 
1810, low in 1840, and rising after that. If then the smallest allowance 
s made in these years for some variations in the price level of manufac- 
tured goods, it will be noticeable that the data from 1790 or thereabouts, 
up neatly to the time of the World War, show an almost unbroken 
“straight-line” growth—that is, an almost unvarying rate. During and 
after the World War there has been of course the greatest rise, and subse- 
quently the greatest fall, in general values and therefore in the price of 
manufactured goods, of which we have any authentic record, going back 
to 1790. These later dollar values for manufactures from 1914 therefore 
show a much different trend and contour than in the earlier periods. The 
census figures are at ten-year intervals, from 1810 ef seg. Since the World 
War these data have been available first, for five-year, and latterly, for 
two-year periods; and these in turn show, naturally, much more variation 
than the decennial figures. 

Along with this, from 1826, we now have likewise estimates of the 
capital invested in manufacture. These are not merely a compilation of 
stocks and bonds issued, which might have little meaning, but the actual 
capital in use—that is, the value of plant, working capital as cash items, 
inventories, bills receivable, and so forth—an inclusive and, as the evi- 
dence seems to be, a highly representative conspectus. Here again, as in 
the total value of manufactures, the growth from 1826 up to the World 
War shows, when plotted on the semi-log paper, the same even and almost 
unvarying rate. The two lines are shown on Chart I and close together on 
Chart IIT. 

Confirming these results in an extraordinary way we have been able to 
put together an index of primary mechanical power employed in industry 
as a whole. This is measured in number of “horse-power,” though it does 
not include horses or automobiles. The census data run only from 1850 but 
we have recently found an estimate of the primary power in use in 1790;* and 
again if these data are plotted along with the other two lines shown they 
reveal a noticeable parallel to the value of manufactures, and, to a slightly 
less degree, to the capital invested in manufacture. The latter item increased 
at a somewhat higher rate due, as may be surmised, largely to the steady 
rise in the cost of machinery, owing to the growing complexity and intricacy 
of these mechanical miracles. 

Now to these three lines of growth we may add yet a fourth, referred to 
above. That is the index of total trade and production, in physical terms, 


“Chemical Economics, by Williams Haynes, 1933, p. 294. 
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measured in tons, barrels, bushels, and bales, a chain median of alll physical 
series available, taken in five-year periods, from 1830. And here again we 
find the same even rate of growth, and, to a high degree at least, a close 
parallel to the increase in primary power employed and in the dollar values 
of the product—that is, up to the World War. 

It is of interest to add, as has been done on the same chart, the census 
figures as to the number of workers employed in manufacturing, showing 
a much lower rate of increase; and likewise at the bottom, the ratio of total 
primary power to the trend of total trade and production. 

All this, it must be conceded, provides an extraordinarily detailed picture 
of the growth of manufacturing and industry as a whole in the United 
States over a relatively long period. It derives an added strength and trust. 
worthiness when compared with other, more recent estimates of economic 
growth, as, for example, national wealth, national income, and certain 
items like the total assets of life insurance companies, and a recent estimate 
which we have made of total long-term debt in the United States.’ Back of 
1850 the estimates here given of national ‘“‘wealth,”’ so-called, are by the 
English statistician, Mulhall; and as companion to these we have made 
estimates of national income back of 1850, based largely upon indexes of 
crops and other production, and the slight variations in the dollar values of 
manufactures as indicated by the relatively even rate of growth shown 

These latter data, as to wealth, income and so forth, are shown in Chart 
II, and with these, yet another line showing the remarkable relationship 
between the capital invested in manufacture and the total of bank deposits 
in the United States, so far as they are obtain.vle. In this latter compilation 
note issues are added to the deposits, as in the earlier period these note 
issues were an important part of bank crdit and for a time even exceeded 
in amount the actual deposits. In the later years, since the Civil War, they 
form a relatively small part. The line shown for total deposits is broken 
from 1862, the beginning of the issue of “greenbacks” or fiat money to 
finance the war, up to 1879, the date of the return of the United States 
to a specie standard. It will be seen how closely the capital invested in 
manufacturing corresponds, year by year, to the totals of deposits and note 
issues, a correspondence so close that, in the mind of the writer, it suggests 
a most intimate relationship between the two. It seems as if the same forces 
which determined the rate of increase of the one were equally active in 
determining the increase in the other. In this intimate association there 
seems yet a further implication to which I shall refer a little later. 


IV 


But, it may be said, this close correspondence shown between the growth 
of the physical product, the total primary power employed in industry, 


* By the writer, Jour. of Am. Stat. Assoc., 1934. 


notes 
bure 
ance 


N MILL! 
00 
100,00 
10,0¢ 
4,0 
T 
state 
Indu 
mant 
= 


1936] Capital Supply and National Well-Being 
NATIONAL WEALTH & INCOME OF U. S. 


WITH BANK DEPOSITS & CAPITAL IN MFG. 
BY CENSUS DATES TO 1880 OR LATER 
MILLIONS 


300,000;-— T 
SHOWING 


RATES OF GROWTH 
RATIO SCALE 


NATIONAL 
WEALTH 


a 
MULHALL EST)~ 
TO 1850 


CAPITAL 


Est | INVESTED.” f / 
7 IN MFG. 


4 

EST. TOTAL 

LONG-TERM 
DEBT 


DEPOSITS 


50 & NOTE ISSUES 


1790 1800 1820 1840 1860 1880 1900 41920 1940 


CuartT Il 

This diagram shows a comparison of the long-time growth since 1790 of measures 
‘ our national wealth and income and other important monetary series in the United 
States. The estimates of national wealth are based on Mulhall’s calculations up to 1850; 
from 1850 to 1922, the U. S. Bureau of the Census and from 1912 annually, the National 
Industrial Conference Board. National income up to 1850 was based on the value of 
manufactures and of crops produced, and from 1850 to date the series are those of Dr. 
W. I. King and the National Bureau of Economic Research. Deposits are the estimated 
total of all banks plus state bank note circulation prior to 1863, and plus national bank 
notes from 1878 to date; capital invested in manufacturing is as reported by the U. S. 
Bureau of the Census, and estimates of Mr. J. R. Arnold from 1919. The striking re- 
semblance may be noted between these two lines, and also with the growth of life insur- 
ance companies’ assets and our long-term internal debt since 1880. 
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the value of the manufactured product, and the capital invested, is an 
interesting result, and perhaps not surprising in view of the fact that each 
of these composites is so broadly inclusive. But does this same close cor- 
respondence hold as to individual lines of industry so as to demonstrate 
dearly a far-reaching significance? We have proof that it does, in spite of 
widely differing rates of growth. All this is set forth in Chart III, each 
series plotted on the same semi-log scale, so as to show at a glance the 
different rates of increase in the different industries represented. Census 
data for most of these individual lines of industry are available back only 
to 1880, but this still covers a period of over half a century. At the top in 
Chart III, are shown the same two lines as to total value of manufacturing 
gross value) and total capital employed, as given in Charts I and II; and 
below these the same categories for five of the most important lines of 
individual industry. These cover, first, iron and steel products; below that 
are textile products; below this petroleum refining; then for the automobile 
industry, from 1898; and, finally, for the electrical industry, from 1902. 

The census figures for capital employed are not now available later than 
1919, since this item was unaccountably dropped after this census and has 
not been replaced. The data for capital employed in all manufactures from 
1919 have been computed by Mr. John R. Arnold,® from corporate tax 
returns, and represent a precise continuation of the preceding summaries. 
For the automobile and electrical industries, the figures given have been 
compiled by research bureaus in the industries themselves, and are available 
to date. It should be added that on Chart III each of the six pairs of lines 
is drawn to identically the same scale, but in plotting the chart the pairs 
were slightly shifted up or down in order to avoid the confusion of crossing 
lines and to give a more presentable picture. In each case, the rate of growth 
may be read off from the scale shown at the upper left-hand side. Need- 
less to comment upon the surprising correspondence shown not only in 
the rates of increase of the two items, annual value of product and capital 
employed, but also the close correspondence of the actual dollar values of 
capital and product year by year. The electrical industry is the only one of 
the five shown which reveals a considerably greater capital employed than 
the annual value of the product, corresponding to the nature of the in- 
dustry. 

But this is not yet the full story. This close correspondence extends in 
each industry not only to value of product, capital invested, and primary 
power employed, but likewise to the total of wage payments, and to a 
considerable degree also to the physical volume of the product. These cor- 
tespondences for the different items, so far as they are available in five 
leading industries, are set forth in the next five charts following. 


* Annalist, July 7, 1933. 
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CHART IV 
In this chart are portra nportant elements in the growth of the textile industry. 
With the dollar value of the product and capital invested (also in Chart III), are shown 
wage payments, primary power employed, and an estimated index of the total volume of 
textile manufactures. A tendency toward a common, characteristic growth in every factor 
is apparent, together with the distinct influence of price change since 1914 in all of the 
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CHART V 


The series here shown for the iron and steel industry illustrate the same general growth 
tendencies as in all manufacturing; i.e., rather parallel relationships, except between dollar 
and volume series during periods of notable price changes. The volumes of production of 
iton and steel are here combined on the basis of their relative values. 
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GROWTH OF AUTOMOBILE INDUSTRY 
VALUE OF PRODUCT, CAPITAL INVESTED, & WAGES 
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CHART VII 


automobile industry the National Automobile Chamber of Commerce has sup- 
1 the census data, bringing to date the series for capital invested. A greater degree 
spondence appears to exist in this industry between the amount of capital invested 


e and value of output than in any other major type of manufacturing; #.e., there 
S been little average price change. 


Perhaps the most interesting of all of these, as it is also the most de- 
tailed, is that relating to the petroleum industry. Here it has been possible 
to carry the data back to our Civil War. It is well known that in the United 
States the production of petroleum and its various products—oil, gasoline, 
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and the like—has become one of the four or five greatest industries of the 
nation. This, of course, is due to the prodigious growth in our country of 
motor-car manufacture. How enormous these two industries have become in 
the aggregate is revealed by a comparison which I have made between the 
total expenditure on motor cars in the United States, including new cars 
repairs, garage work, oil, gasoline, garage charges, interest and all, and 


the entire national income of France. The total expenditure on motor car; 
in the United States is the larger of the two. This was certainly true in 
1928-29, and probably not far from the fact even now. It is indicative of 
the extravagance of our people that even today, after five years of the most 


drastic depression the country has ever known, the total number of so-called 
“passenger cars” in use—that is, other than trucks, buses, delivery wagons, 


and the like—in 1935 (actual registration) was only slightly below the 
peak of 1929-30; and the same is true of the total amount of gasoline con- 
sumed. According to an estimate made by a statistician of one of our largest 
companies, Mr. Leslie Hayford, the number of individual motor car owners, 


passenger cars, is even now, excluding all duplications, not far from 
19,000,000, or very nearly two out of three of all the families in the United 
States. But this is not so surprising when we consider that in 1928-29 at 
least, before the devastating contraction, the United States had, according 
to the compilation made by the League of Nations, something like 60 pet 


cent of the total bank deposits of the whole world. 

It might be added that our petroleum industry, especially, is one of the 
most highly speculative industries which we possess. Most of the new oil 
wells required to maintain production are brought in by what is known as 
“wildcat drilling’; this often means a heavy investment, as many wells now 
go down a mile or more, and funds are of course sharply affected by the 
state of the money market and general business, by interest rates, and by 
the prevailing prices for crude petroleum, which are often highly erratic 
and go to wide extremes. Yet year after year, as is shown in Chart VIII, 


the product measured in barrels has risen in the most amazing way, show- 
ing the highest rate of growth of any large industry save perhaps electric 


power production, ra ind cigarettes. 
V 

But what, it may | sked, have all these elaborate measurements and 
correlations to do with the question of unemployment, or of well-being, 
or prosperity? The answer is not far to seek. There seems here at work a 
definite mechanism, just as there is, I believe, in all human as well as 
mundane affairs; and the desired results can be attained only when the 
mechanism is working smoothly and efficiently. 

It is obvious that we cannot have any general gain of wealth, comfort 


and enjoyments for the whole nation save by a definite increase in the 
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This diagram, covering a longer period than for the industries in the preceding dia- 
grams, serves to show how continuously the value of products and wage payments have 
trekked along with the amount of capital invested in the petroleum industry. As in the case 
f automobiles, it may be seen that here also the growth in the volume of production has 
been rather similar to that of the value of the products. 


product per worker; no other way. But this, we now know, does not usually 
mean any fabled gain in the “efficiency” of the workers. There may be a 
little, but only that. It may be doubted if, on the average, the workers of 
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today are more industrious, skillful, or “‘efficient’’ than those of a century 
ago. Practically the sole gain in product is through improved machinery, 
new processes, new inventions and discoveries. This is precisely what js 
meant by the Industrial Revolution. 

But these discoveries and new processes, or expensive and complicated 
new machinery, can be developed only by segregating a certain proportion 
of the workers for this purpose. And this in turn is possible only in one 
of two ways: by conscription or forced labor, as under socialism, or by 
the use of the money fund we call “‘capital.”” The latter appears to be the 
far more efficient, gainful, and agreeable way, the only one indeed which 
can preserve human freedom of choice, and individual initiative—two ele. 
ments at all times and in all ages so precious and so fruitful. 

The number of workers so set apart, for improvements and expansion, 
is not large—in backward or slow-growing countries very small, probably 
but a few per cent. It rises steadily with the industrial capabilities, the 
progressive character, and therefore with the rate of growth of a country’s 
industry and wealth. In lands like the United States or Japan whose tate 
of growth of industry is relatively high, this proportion of capital goods 
workers may be, in good times, as high as one in six or seven. In coun- 
tries like India and China, it can hardly be more than two or three in 100, 
if that. This proportion seems to measure the economic intelligence and 
capabilities of a people 

Now, under the system which has prevailed for at least the last two or 
three thousand years, the number of workers which can be so segregated 
depends directly upon the so-called “wealth” of a nation, or, in more 
exact parlance, on the capital supply; in the language of the older econo- 
mists, on abstinence and frugality. Today, of course, in highly developed 
countries, the size of this fund depends largely upon the general policies 
of the larger enterprises and corporations; and this in turn is determined 
largely by their profits. If profits are high, the amounts available for ex- 
ploration, research, new machinery, and the development of new processes 
will be large, and the progress of a country correspondingly accelerated. 
All this seems ABC, but it likewise seems largely lost to view in the welter 


of present-day discussions of these subjects. 
Now there is, it is clear, a definite relationship between high profits, 


high wages, and general well-being. Low wages, low standards of living, 
and low average income belong to countries where the general or average 
rate of profit is low, and the amount of capital invested in productive in- 
dustry is small. There is no mistaking this fact. In the last century or more 
the highest rate of wages in any large country has been in the United 
States, and the lowest in countries like India and China. And it is in the 
United States especially that industry has been able to realize the highest 
rate of profits and has utilized to the highest degree the advantages of new 
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methods, new machinery and new processes. It is a mistake to believe that 
this rapid industrial progress of the United States is due merely to its rapid 
srowth in population. This is clear from the fact that the rate of increase 
athe industrial product per capita has not declined in the last half-century, 
while the rate of increase in the population has steadily declined, so that 
it is now distinctly on the way to zero. It has probably now an augmenta- 
ion of population of less than one per cent per annum. 

But the fact is that the rate of increase in product per capita has apparently 
not changed, and not varied greatly throughout the last 100 years which are 
open to careful and trustworthy measurement. If the index of “total trade 
ind production” depicted on Charts I and II, a physical measure of the total 
industrial effort, be divided by the population, the resulting line of increase 
per capita is, charted on this same semi-log paper, practically a straight line; 
no material variation in any decennium back at least to 1830, and presump- 
tively yet further back of that. 

This steady gain in product has been closely related to the corresponding 
and slightly greater gain in the amount of capital invested; and as this in- 
vested capital goes almost wholly to the purchase of new machinery, or 
to plant extension, or to the development of new processes and methods, 
one may surmise that this rate of progress is possible only through a cor- 
responding (or greater) rate of increase in the capital invested. Have we 
clinching proof? 


VI 


The only proof of relationships we have in this world, as the subtle and 
sagacious mind of Hume disclosed, is that of the invariable concomitance, 
and its negative—that is, the presence and the lack. For 10,000 years man- 
‘ind saw that an object thrown into the air falls back to earth; and slowly, 
very slowly, we come to believe that behind all this is a power or force. 
Finally a Galileo measures the rate of fall which this power can produce, 
and finds that it is (practically) invariable. A Newton takes these measure- 
ments and proves that this single power holds the whole solar system to- 
gether. 

It will doubtless be the same in the still backward province of economics. 
Infantile fantasies and conjectures which we call ‘‘theories’’ will give way 
in time to measurement and quantitative proof. In the present instance we 
now have some definite measurements and from these can discover a high 
degree of concomitance through 100 years or more. Nearly invariable. This 
is the positive side. Not yet conclusive. We still need the negative instance, 
evidence that when ome of these parallel and apparently inter-related 
growths ceases, so do each of the others. No higher proof is attainable in 
any field. Repetition can only strengthen belief. 

This negative proof the last five or six years have seemed to supply 
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with consistent emphasis. I have noted that we can find apparently no 
previous five years of continued industrial stagnation unless it be the 1837. 
43 period already referred to. In the present instance so far as carefy| 
measurement and estimates are obtainable, there seems to have been in the 
last five years a complete arrest of industrial growth, /.e., no increase of 
product, no increase of plant on the whole, no increase in capital invest. 
ment; in other words, a complete stoppage of economic improvement, 
This seems to the writer a very important fact. With this goes the further 
fact that there appears to _ been, in these five years, no net realized 


saving of productive capital; further, no met profits for industry as a whole. 
These seem the conclusions from the corporation tax statistics.” Such profits 
as have been realized in some branches of industry seem not fully to 


compensate for the neh in others. This is a very surprising conclusion, but 
it is substantiated by such evidence as we possess. 

Now, as is well known, this has likewise been a period for the United 
States of unexampled unemployment; and to the mind of the writer, the 
relationship of this une mployment to the conditions reported above becomes 
unmistakable. The linkage seems to be: no net realized profits; no net 
savings for productix e industry; therefore no increase in number employed, 
or in plant, in new machinery, or in “capacity”; therefore no increase in 
wages, real or actual; and no increase in the total amount paid as wages, 
but precisely the reverse—a lowering of wages and a heavy decrease in the 
total amount of wage payments. In other words, there have been no profits 
to encourage enterprise and create new capital to augment the product, 
therefore no means of increasing real wages or real incomes or the general 
well-being of the people of the country. 

If, as the writer believes, the continued increase of the capital supply is 
the sine qua non of economic progress, then in the last five years we have 
realized precisely what the failure of this capital supply must mean. It 
means that especially the groups of workers most concerned with economic 
growth and improvement (in the so-called “heavy” or “capital goods” in- 
dustries) have been cut off from their means of sustenance. And this in 
turn means, of course, that this proportion of the community, which is one- 
sixth or one-seventh at least, becomes thereby dependent either upon its 
slender accumulations of savings or upon the state. This means a corte- 
sponding decline in industrial demand, and diminution in the national 
income—real as well as nominal—increasing unemployment, and a corte- 
sponding impairment of the general well-being of the country. 


VII 


What does this needful supply of new capital amount to in terms of 
the national income, or total product? It is astonishingly small. We can 


" Statistics of Income of U. S., 1930-33, and later estimates of corporate profits in N 
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measure it closely. In the last generation, up to 1930, the average rate of 
increese in total industrial product in the United States appears to have 
been close to four per cent per annum, compounded, and as noted, to have 
shown no wide variation in any ten or even five-year period until the last. 
It is true that measures of basic production alone—that is of foodstuffs and 
ll the like—have shown a declining rate of increase, but not the industry 
of the country as a whole. The steady decrease in the share of food and 
farm produce in this total effort has been compensated by the wide di- 
versification of industry, by the huge gain in means of transport, as in 
railways, steamships, electric lines, and now motor cars; and in a vast 
variety of labor-saving machinery and new enjoyments, as motor cars, 
electric devices, telephones, radios, good roads, and all the rest. 

Now if the gain in the global effort, in the last 30 or 40 years, has been 
around four per cent per year, it would appear that the required gain in 
the capital supply has been a little higher, around five or five and a half 
per cent per annum; not more. This is the per cent increase in the total 
capital investment in manufacturing; and as manufactures bulk so large 
in the total of industry, this must be also the average rate of increase in 
the net reproductive capital of the nation as a whole. It is, likewise, ap- 
parently near to the per centum share in the total annual product or ‘‘na- 
tional income’; for an interesting reason. This is that the total annual 
national product, when measured in dollars, seems roughly to be about 
equal to the amount of capital invested in productive industry—a curious 
result. Thus, if in 1928-29 our national income amounted to somewhere 
between eighty and a hundred billions of dollars (I have estimated it as 
nearer the higher figure than the lower, and these are the findings of Pro- 
fessor W. I. King) probably this would be somewhere near the net total 
of reproductive capital in all industry; it seems impossible to measure this 
latter very Closely. 

In other words, the rate of turnover of this reproductive capital seems 
to be something like once a year. And this, as we have seen, seems to be 
generally true even in the leading individual lines of industry. A glance 
at Chart III suffices to show how close this correspondence, and therefore 
the rate of turnover, has been in each of the five special lines investigated, 
the electrical industry excepted. But even in this last the relationship re- 
mains remarkably constant. The rate of turnover is lower, but does not 
materially change. 

In simpler terms, it is obvious that plant expansion, new machinery, the 
development of new processes (or new industries) all cost money—that 
is, in the long run, capital. The interest of the present findings is simply 
that the productivity, 7.e., the rate of turnover, of this new capital should 
seemingly have remained so nearly constant, or changed so slowly, in the 
100 years and more open to statistical determination. Perhaps this helps 
to explain the equally remarkable steadiness in the increase of the product 
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per capita, to which I have referred. The increase is in the efficiency of 
the machine, and not of the workers. It is sheerly the product of science 
invention, ingenuity, and not of “labor.” 

Equally striking is the amount of horse-power employed per unit of 
product. This has grown, very slowly, through the century and more; quite 
contrary, I imagine, to what popular fancy would suggest. In other words 
the amount of new machinery and new plant which a given amount of 
capital can buy has itself remained nearly constant through considerable 
periods, changing ever so little year by year. Perhaps all this sheds an 
interesting light, too, on the rosy dreams of the great possibilities that lic 
in conscious planning of industry. The important element, fundamentally 
it is now clear, is the supply of new capital. Given this, and adequate profits, 
industry will do the rest 


Vill 


Whence, then, comes this supply of new capital? From “savings,” in 
the traditional sense the national saving—the “savings of the people”? 
The answer seems, ‘‘No.’’ Apparently the “savings of the people” as a 
whole are relatively small. And for reproductive capital, for use in indus- 
try, very slight. The vast bulk of humanity somehow does not save much: 
most people, possibly 80 per cent or more, spend all they can get, or lose 
the most of what they save in disastrous business adventures, or in outright 
speculation. It is well known that the great majority of individuals who 
try to engage in business fail. This is an old story, and universal in every 
land. What the generality does save is largely invested in homes, or in 
life insurance, or in mortgages or bonds. And the proportion of mortgages 
or bonds to total capital in most industrial enterprises, save in a few in- 
stances like railways and the so-called ‘public utilities” is itself relatively 
small, as the corporation tax returns reveal. 

The great bulk of new capital appears to be derived from industry itself. 
Even each individual line of industry seems, as a rule, to provide its own 
capital requirements. This is clearly indicated from the elaborate data 
available in the United States as to the dividend and interest payments of the 
corporations, and most notably the actual ‘‘savings’” of the corporations 
themselves. This information is supplied by the data compiled by the Bu- 
reau of Internal Revenue, as to the distribution of profits and surplus real- 
ized by corporations. There is an accepted tradition that in good corporate 
management about a half only of the net annual surplus available for dis- 
tribution should be paid out as dividends—in other words, ‘‘a dollar for 
dividends and a dollar for betterments.” The returns of the corporations 
for tax purposes show that this rule is followed to a considerable degree. 
Thus, for example, in representative and prosperous years—as from 1923 
to 1929—the net amount of dividends paid to individuals tended about 
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to equal the amount set aside by corporations for improvements and re- 
slacements, or carried to surplus account. 

Perhaps all this helps to explain the continual evenness in the growth 
of the “capital invested” shown by the census returns. In the income-tax 
statements is revealed how constant, as a rule, is the proportion of net 
aarnings to gross income, at least in more normal years (always excepting 
the sharp increase shown in war times, due of course as much to war's 
infations, the great rise of prices, and hence of profits as to the largely 
imaginary great “demands” of war time). 

Now if the rate of profits, net to gross, in normal times, tends to fluctuate 
far less than is generally supposed, and if the capital supply is derived 
largely from those profits, it is not surprising to find that the total 
of invested capital’ grows so closely along with the growth of industry 
itself. The moral is obvious. Stable industry means stable profits, and stable 
profits insure a steady stream of the new capital required for this growth. 
This, it is clear, is the “mechanism of prosperity.” 

It seems likewise the mechanism, and the sole and only means, for the 
attainment of higher wages and a steady rise in the standards of living. 
It cannot be without significance that in the last 100 years, the United 
States has shown the highest rate of industrial growth of any great nation, 
save quite recently, Japan; and that it is precisely in the United States 
where we find the highest wages, and the widest diffusion of general well- 
being and comfort. The two must be intimately related. We have not the 
data to compare the tate of capital increase of other leading nations; but 
we have computed and compared their relative rates of industrial growth, 
and we have the evidence that in the United States, at least, this rate of 
industrial growth is narrowly related to the capital supply. If then the rate 
of (real) wages is generally lower in other countries than the United 
States, it must follow that either the workers of other countries are less 
eficient and capable, or else that in these other countries the rate of capital 
supply is lower. Perhaps in some degree both are true; but the main differ- 
ence, | apprehend, is in the capital supply. 

This, at least, is abundantly clear, that in the United States high wages go 
with high profits, and that these latter are, in normal times, due solely to 
good management and to more efficient machinery. Otherwise it would 
have been impossible for the United States to compete in world markets, 
as it has done with increasing success, up to 1930. Up to that time, the 
share of agricultural products in the total of our exports (7.e., from our 
“great natural resources”) had for half a century been steadily declining, 
while that of manufactured products was steadily rising, so that in the 
late 1920's the value of finished manufactured goods exported alone 
equalled that of all other exports. And these manufactures were, to an in- 
creasing degree, machinery of all sorts, precisely in those lines of industry 
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where the ee wages were paid. It goes almost without saying that 
the production of machinery requires a larger investment of Capital than 
most other lines of in« industry: and if in general manufacturing could not 
earn, in profits, a return sufficient to attract the steady investment of new 
capital, it could not possibly have paid the high wages that it did. The 
three elements are bound up together inescapably. 


IX 


Next is the problem of unemployment. It has been abundantly shown, 
notably by Ayres and others, that in the United States at least the decrease 
in buying which characterizes every depression is due largely to the cessa. 
tion or decrease in so-called “‘business” buying—that is, the purchase of 
raw materials, supplies, machinery, and the like, by business firms. The 
diminution in “consumer’’ buying is, in the early stages of depression at 
least, relatively slight. The “people” do not “‘stop buying,” save to a slen- 
der degree. It is business itself that stops buying, taking fright whenever 
the demand begins to slacken even a little and prices, especially wholesale 
prices, begin to crumble. Shrewd buyers then hold off ta await a definite 
“turn of the market.’ 

It is distinctly this type of reduced buying which starts the vicious circle 
of declining trade, prices, wages, and employment. Once started they con- 
tinue their gruesome round. The most acute fall in purchases is, of course, 
that for new machinery, and in general the material for the advancement 
of new enterprises. In other words, it is always in the so-called “heavy 
industries’ that the greatest decline takes place. This is why the iron trade 
has so long been regarded as a “barometer” of business. It is a barometer 
rather than any real measure of business variations; it is a vivid indicator 
of changes in the economic weather. This is because our civilization rests 
so largely upon steel and iron; without these, indeed, it is difficult to see 
how our modern world could even have come into existence. To a large 
degree the beginnings of our present-day civilization were bound up with 
the discovery of an efficient process of smelting iron ores, somewhere be- 
tween 1200 and 1500 B.C. The steam engine, railways, steamships and, 
latterly, steel constructions and all their concomitants were almost wholly 
resultants of this discovery 

Now in a country with a growing industry, it is obvious that full em- 
ployment depends upon the maintenance of this steady increase in plant 
and in “‘capacity.’’ \Whenever new construction and new enterprises gen- 
erally fall off, or cease, a certain proportion of the workers is thrown out 
of employment. The number of these workers, the proportion to the whole, 
is relatively small; but when any part of the community is unable to con- 
tinue its usual scale of expenditure, this impairment of demand immedi- 
ately generates the vicious circle of which I have been speaking. There 1s 
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promptly a fall in forward orders, and this immediately sets up a chain of 
efects which are felt throughout the whole of industry. In other words, in 
our modern system, employment is closely geared to a definite rate of 
industrial growth; and whenever this growth is checked there is unemploy- 
ment. The full working force of the nation cannot be maintained at work 
unless this growth goes on, with its normal amount of new construction, 
heavy replacements and plant expansion. If for any reason, whether from 
political disturbances, agitations, waves of social reform or other causes, 
business confidence is undermined, we have precisely the same effects; for 
pital and enterprise are not adventurous in such times. The risks of loss 
or failure even under propitious conditions are great enough at all times, 
so that when they are augmented there is an immediate repercussion upon 
the industrial life of a country and a further decline of employment. The 
agitations and disturbances tend to promote the very conditions that they 
more or less aim to remedy. They often result in heavy loss to the worker 
population whose welfare they pretend to uphold, amounting in the last 
five years in the United States literally to tens of billions of dollars in wages, 
and all the comforts and enjoyments these could have bought. A horrible 
waste! 

If now capital, or the investor, is even more cautious than the average 
business man or enterpriser, and if in turn the supply of new capital re- 
quired by these latter depends so largely upon the state of mind of the 
investor or the owners of corporations, it is easy to see why a panic or 
heavy decline upon the bourses and stock markets so deeply affects the 
whole community. When prices and values in the share-markets begin to 
fall, there is an immediate decrease in the flotation of new issues. New 
ventures find it still harder to obtain the needful capital; even prosperous 
companies with plentiful funds hesitate to undertake new expansions, and 
all this immediately results in a decrease of employment. This is why the 
worker, if he but knew, has such a direct and vital interest in the share- 
markets and the state of the capital supply, and in stable economic condi- 
tions. 


These investigations seem to have an incidental by-product not without 
social significance. That is a sort of measure as to what the “worker” part 
of society would, or could, gain from state-owned or collective ownership 
of industry. Quantitatively, what would socialism or communism mean 
to them? 

If, in prosperous times the net realized gain in the capital investment of 
a country like the United States equals only about five or six per cent of 
the nation’s annual income, and the larger part of this comes, directly by 
way of corporate savings or from dividends, from the “‘capitalist’’ class, 
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this then sharply limits the share of “wealth” which under the Marxiay 
scheme could be distributed to the ‘‘worker.’”’ It would be meaningless if 
a redistribution of ‘wealth’ did not mean a corresponding redistribution 
of income. And it is an unjustified supposition that the entire income of the 
rich goes in personal expenditure and enjoyment. As a matter of fact, at 
least among the really ‘‘rich,” probably not a half or a third of their tot, 
income is so spent. The rest is “‘saved,”’ 7.e., goes into new investment, anj 
hence accrues to the benefit of the whole people. 

Again, what is the proof? Out of a total of nearly fifty million people 
reported as ‘‘gainfully employed” in the United States in prosperous years 
as from 1925 to 1929, only one million, or two per cent of the whole re. 
ported net incomes of $5,000 and over. Hardly 100,000 individuals had 
$25,000 and over. Only about 40,000 had $50,000 and over—that js 
could be rated as ‘‘millionaires.’’ What now are the personal expenditures 
of ‘‘the rich,” let us say of the whole million with incomes over $5,000) 
The average reported income of this million people was in these maximum 
years around $16,000 a year; the total net income of all of them amounted 
to around 15 per cent of the estimated national income. How much of this 
went in personal expenditure, of all kinds, can be only a matter of con. 
jecture. But it seems fairly clear that this could not have been much more 
than half, since the amount of new capital required for all purposes was 
not less than six or eight billions, and possibly more; for we know that 
considerable part of this new capital in turn is dissipated in bad ventures 
and other losses. 

Further, it is known that the share of personal expenditure to total in- 
come falls rapidly as the amount of the income rises. Thus, probably our 
two richest men—Mr. Rockefeller and Mr. Ford—save the most, and 
spend the least on themselves, relative to their incomes, of any two persons 
in the world. If, as has been reported, their gross incomes in prosperous 
times have been as high as $50,000,000 or more, from their known modes 
of life it is probable that their personal expenditures did not amount to 
more than two per cent or three per cent of the total. In other words, 97 ot 
98 per cent of their entire income represented net capital increase, invested 
in new, productive enterprises, for the benefit of the whole community. 

The proof is clear. Thus, for example, in a year of good trade and high 
dividend disbursements, like 1928, over 90 per cent of these dividends 
went to persons with incomes of $6,000 a year or over. About 60 per cent 
went to the still smaller class with incomes of over $25,000 a year (about 
100,000 individuals). We can say this with certitude because in good years 
a high percentage of the dividend payments by corporations to individuals 
are reported back as received by individuals paying income tax. 

All this might readily be used by the ignorant or unscrupulous as evi- 
dence of the most inequitable distribution of “wealth.” As a matter of 
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fact, it is only evidence that the great proportion even of the relatively 
small part of the population which saves anything at all contributes little 
to the reproductive capital employed in industry, and therefore little to 
the industrial growth and economic advancement of the country. This 
vital, reproductive, and fertile capital-saving comes almost wholly from 
the three or four per cent of the population which has, or pays income 
taxes on, incomes of $5,000 a year or over. 

Is this a hardship, or a wrong, to any single individual in the country? 
No, because it amounts to so little, though like the seed the farmer sows in 
the spring, it is vital and momentous. All the four billions or so of net 
dividend payments by all corporations to individuals in good years make 
up only about one-sixth, or around 16 per cent of the total income reported 
for tax purposes—in 1928 or 1929 about twenty-five billions; and this in 
turn amounts to much less than one-third of the national income. The 
amount in dividends paid out to, or received by savings banks, life insur- 
ance companies, building and loan associations, and all the like is a negligi- 
ble sum, for the obvious reason noted, that all these repositories of small 
savings do not, and for the most part are not allowed to, invest in company 
shares, 7.¢., stock. 

Further, the four billions or more of dividends amounted, in the peak 
years to less than five per cent of the estimated “national income.” (And 
it is worth noting, contrary to almost universal belief, that the total of all 
reported net interest payments by corporations was still less!) This is a 
large part of all that confiscation of the income of the very rich, who mostly 
receive these dividends, #.e., “sharing the wealth,’ would amount to. 

It is interesting to find how large a part of the income of the rich is 
derived from dividends. It is not from “‘bonds’’—and especially not from 
‘tax exempts.” (It is interesting to note that the whole amount of ‘“'tax- 
exempt” securities outstanding in 1932 was the source of income of only 
two or three per cent of those who had incomes of $10,000 and over; still 
less with the very rich; the larger part is owned by institutions, founda- 
tions, banks, and the like. ) 

The income from dividends, in incomes of less than $5,000, amounted 
to hardly five per cent of the total income in this class, while in the in- 
comes of $100,000, $300,000, half a million, and a million or over, divi- 
dends were in 1932 the source of 60, 70, and up to 90 per cent of the total 
income. 

In other words, it seems as if the rich‘are the only part of the community 
who are able, or willing, to risk their funds in stocks. And their return is 
small. All the corporations in the United States, half a million of them, 
in banks, railways, manufacturing trade, and all the rest had outstanding 
in 1932, ninety-eight billions of nominal capital in common and preferred 
shares; and on this, in 1932, the latest year available, the net dividends paid 
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to shareholders was only a little over two and a half billions, #.e., two ang 
one-half per cent. In the exceptional and peak year of 1929 only aboy 
five per cent. And in 1932 the whole number of shareholders of reco, 
with total net incomes of $5,000 or over (receiving 78 per cent of the 
net amount of dividends paid to shareholders) was only about 240,009 
(a half of one per cent of the number gainfully employed in normal times), 
Say that this might mean all told a million shareholders of every sort. These 
with the inventors, discoverers, improvers, and innovators (another one 
or two per cent of the adult population) are the only part of society who 
directly contribute to the advancement of economic well-being. In Emer. 
sonian phrase, the vital and spermatic elements. 


XI 


Now, if the progress of industry is to continue, it is obvious that this 
supply of new capital, or its equivalent in some form, must be maintained, 
whether under a capitalist or a socialist state. The sole ultimate use of 
this capital is to employ labor; otherwise it earns nothing. And the labor 
required in this increment to the nation’s product and enjoyments must 
be provided for in some way, either in money wages or by some form of 
conscription. It follows therefore that the whole net increment which 
would, or could, inure to the “workers” under a collectivist régime would 
be precisely and only the personal expenditure of the rich, and very little 
more. For one, I do not see how this could amount to more than six or 
seven per cent of the national income, at the outside, and quite probably 
far less. 

Further, if the larger part of the reproductive capital for new enter- 
prises and plant expansion is derived from the incomes of the richer 
classes, and the tendency of the vast majority of the population is to spend, 
or lose, the larger part of all it receives, it would also seem to follow that 
proposals to “share the wealth” or divide incomes ‘‘more equably” would 
result almost inevitably in a reduction of the capital supply, and therefore 
a corresponding decrease in the rate of national gain. 

This feature of these proposals is seldom considered. But it is of vital 
importance. It has been estimated that a fifth to a quarter of our population 
has scarcely an adequate subsistence. If to this were added all the expendi- 
tures of the rich, it might improve the lot of the very poor considerably; 
but the proposal seems not to transfer the expenditure of the rich to the 
poorest classes only, but to divide the whole of it ‘‘equably.” Short of a 
purely communistic division of income there seems no obvious means by 
which the lot of the poor could be greatly ameliorated, for the simple rea- 
son that these latter represent the least efficient and least capable part of 
the community. They include, inevitably, all of the defective, criminal, 
insane, diseased, and incompetent, which elements themselves have been 
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«timated to comprise something like 10 per cent or more of the whole 
pulation. They contribute little to civilization, or to society. Yet they are 


nm) 
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the only ones who would materially gain by an equal division of this world’s 


goods.” 

“For the rest, we have now, under the most highly developed capitalism, 
perhaps the nearest approach to a really “codperative commonwealth” at- 
tinable under present human nature and present means of production. I 
have estimated that, in the United States, if we exclude the wealthier four 
ot five per cent of the population and the poorer 20 or 25 per cent, the 
remaining 70 or 80 per cent normally receives something like 70 to 80 
per cent of the national income, with no very great disparity therein. The 
rich are a conspicuous few, like the actors on a stage, whose rdéle is that of 
suppliers of the capital required for continued progress and betterment. 
They could not be eliminated without great loss, for the incentives of 
wealth and gain are among the strongest forces working for efficiency and 
improvement of human conditions. Throughout all history the accumula- 
tion of a surplus—that is, capital—has been the mainstay of civilization; 
the savers are the true saviors of society. Such at least seems to me the 
realistic concept. 

Such a view accords little with the ingenuous belief that capitalism is 
something relatively new, a sort of incrustation, and that it is already a 
proved failure, and now moribund. Capitalism, in the broader sense, long 
antedates the human race itself; the ants, the bees, and other precursors 
had their essentially capitalistic societies millions of years before man. 
“Modern” capitalism is coeval with civilization, and in a way its progenitor. 
Civilization, it is now clear, was born of commerce and trade; these were 
the first great civilizers; and these in their turn could scarcely arise without 
the accumulation of capital. So we find the capitalistic system far back of 
the days when Tyre and Sidon dominated the seas, and when the Cretan 
kings built up a far-flung commerce and a navy that policed the Eastern 
Mediterranean and for a time suppressed piracy (second millennium B.C.). 
It was in full bloom in the golden centuries when Athens and Alexandria 
dominated the maritime trade from the Euxine to the Pillars of Hercules 
and beyond; and modern philosophy and modern science arose, with bank- 
ing, insurance, and bills of exchange. Even then Plato dreamed of a com- 
munistic state, in his Republic; two thousand years are gone, and the capital- 
istic system still dominates the earth. It may still remain when Plato's fan- 
tasies are forgotten along with many of those of the present time. 


Summary 


If now we gather together the threads of the argument, the results ap- 
pear to be these: 


(1) In the United States we have what seems to be a unique record of 
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the greatest industrial development of the last 100 years or moe, traps. 
forming a group of straggling colonies, without capital resources, into the 
foremost industrial unit which exists. 

(2) These records reveal that parallel’to this remarkable growth ha 
been a constantly similar increase in the amount of capital invested. 

(3) This capital seems to have been chiefly, if not wholly, derived from 
industry itself; outside contributions or “‘savings’’ were relatively small. 

(4) Closely following this huge increase of product and Capital has 
been a slower but steady increase in the product per capita. This seems due 
to the unparalleled increase in mechanical equipment, and not to increased 
efficiency of the workers. For this constantly increasing mechanical equip. 
ment an adequate supply of capital was indispensable. 

(5) The net supply of new capital seems never, or rarely, to have 
amounted to more than something like five or six per cent of the annual 
national income. This, at least, has been the net realized gain per year, in 
the reproductive capital employed in industry. 

(6) This steady gain in the product per capita has resulted in a remarka- 
ble and fairly steady increase in actual and likewise in “real” wages, and 
these wages have been the highest of any of the larger countries, leading 
to a corresponding gain in comforts and enjoyments. 

(7) This constant industrial expansion has necessarily required a con- 
siderable body of workers chiefly employed in the construction of new 
plant, new machinery, the development of new industries, new processes 
and the like. 

(8) When there is depression, and an arrest in the capital supply, there 
is unemployment, falling most heavily on workers in what may broadly be 
termed the construction industries. In other words, the country is “geared” 
to a steady rate of expansion, and full and general employment therefore 
depends on (a) an adequate and steady supply of new capital and (b) the 
use of this capital for the augmentation of productive capacity. 

(9) Since this supply of new capital is derived almost wholly from the 
profits of industry, and the higher the profits the larger the capital supply, 
it follows that whatever tends to limit profits or reduce them is inimical to 
the continued growth of the country, in means of well-being, and opposed 
to its best interests. 

(10) Since the highest rate of savings is obviously from the largest for- 
tunes, and progressively increasing with the size, it follows that, until we 
can devise a more efficient system, the greater the ‘concentration of wealth,” 
j.e., income, in the hands of the few, the greater the capital supply, and 
therefore the greater the gain in national well-being. 

CARL SNYDER 

New York City 
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GOVERNMENT AND THE CHANGING MORTGAGE STRUCTURE 


Coéperative nature of government—influence of pressure groups—emergencies identify 
sroblems. Credit founded upon confidence—liquidity mania—deflation cumulative—govern- 
ment to the rescue. Federal Home Loan Bank Board and affiliated agencies. Home Owners’ 
ioan Corporation—emergency character—accomplishments—aid to private home-financing 
Federal Home Loan Bank System—government participation—advantages of 
membership—prestige—emergency credit reserve—supplementary source of funds—advisory 
services. Federal Savings and Loan Insurance Corporation—purposes—capital strength— 

on of risks. Local character of home-financing institutions—lack of codrdinated leader- 
ip—consequent wide diversity of practices—recent attempts at standardization. Federal 
avings and loan associations—composite character—participation by government—influence 
federal associations. American family institution—interest of government therein. Se- 
vrity of investment versus encouragement of home ownership—encouragement and pro- 
ection of savings—trustee responsibilities of managers of thrift institutions. Government 
as collective action of individuals—extreme individualist versus extreme collectivist— 
continuing need for leadership—no conflict between proper individual initiative and rea- 
sonable governmental codperation—governmental assistance to preserve individualism. 

As finite human beings, we are accustomed to generalize from particulars 
rather than from an aggregation of the units making up the groups under 
consideration. When we speak of a savings and loan association, for in- 
stance, we think primarily of that particular institution with which we are 
best acquainted, disregarding the wide variations in other institutions bear- 
ing the same name and perhaps even competing in the same market. The 
problems of the student of the social sciences are complicated by this tend- 
ency to assume that the familiar type is the common type. Because of this 
assumption, some of us react favorably to a given stimulus, while others 
react unfavorably, when as a matter of fact the concept which gives rise to 
the stimulus is not common to the two groups. For that reason, it is always 
well for a writer to undertake to limit his concepts by definition. 

For the purpose of this discussion, I choose to define government as that 
degree of co6perative concern for the entire public which is expressed at 
any given time by the actions of its chosen leaders in the administration of 
its affairs. This assumes, of course, democratic organization of governmen- 
tal affairs. By this definition it is possible for us to visualize a public institu- 
tionalism which in its effects may be the antithesis of private institutional- 
ism. On the other hand, there is no necessary conflict between the two. In 
theory at least, public institutionalism is intended to create benefits for the 
larger group which we designate by the somewhat indefinite term “‘society.”’ 

In practice I suspect that codperation expressed in governmental activity 
results often in benefits to the members of pressure groups. These benefits 
are even likely to be more nearly in proportion to the articulateness of such 
groups than to their size or importance. 

Keeping in mind these tendencies, we may see what happens when gov- 
ernment as I have defined it takes a hand in the field of mortgage finance. 
This usually is brought about in one of two ways. One way is for some 
pressure group to enlist the services of society, so-called, for the purpose of 


[June 
trans. 
to the 
h has 
from 
ll. 
has 
IS due 
eased 
quip- 
have 
nual 
f, in 
arka- 
, and 
ading 
con- 
new 
esses 
there 
ly be 
red” 
fore 
) the 
the 
al to 
osed 
for: 
we 
Ith,” 
and 


226 H. E. Hoagland [June 


protecting the interests of this pressure group against the aggressions of 
those with whom its members deal. The group in question may be the ip. 
vestors who demand protection against the policies of management, which 
they fancy is using investors’ funds incompetently or to its own private 
advantage. It may be the borrowers who feel that their necessities are being 
exploited by those who govern the purse strings of the lending institution, 
Or, indeed, it may be the management itself, which seeks an escape from 
the burden of economic conditions and hopes for assistance from the larger 
group which directs the affairs of the government. 

The second way in which participation of government in mortgage. 
financing operations is brought about produces offensive rather than de. 
fensive programs. In this instance, the stimulus of government activity js 
not a group but an economic condition, often an emergency. Private institu. 
tionalism becomes unable to fulfill an essential economic function, such 4; 
that of maintaining the mortgage market. Then necessity drives the gov. 
ernment temporarily or permanently to man the breach created by the 
failure of private codperative activity. 

I have just said that it is often an emergency which drives the govern. 
ment into action in fields usually thought of as reserved for private initia- 
tive. However, we must not be misled into thinking that the problems are 
always created during the emergency. As a matter of fact, all such prob- 
lems have probably been in the making for a considerable period of time. 
The emergency merely throws them into bold relief so that their outlines 
and proportions become more apparent than before. As a consequence, 
many remedial measures develop in periods of emergency, which, as a 
matter of fact, would probably have been necessary sooner or later had the 
specific emergency never arisen. The prolonged depression beginning in 
the latter part of 1929 has pointed out to us weaknesses in lending practices 
which antedated the depression by considerable periods of time. I think 
it is no exaggeration to state that during the depression many mortgage- 
financing institutions had delivered to them real estate which they had 
actually purchased some years before, even though at the time of purchase 
they thought they were merely making loans on the property. Such un- 
recognized purchases probably did not bulk large in the aggregate, of 
course. The difficulty with our mortgage structure was rather a cumulation 
of weaknesses which became increasingly evident as the credit structure 
crumbled following the collapse of 1929. 

Our economic system has become so complex and so finely balanced 
that every business transaction affects in a major way many other related 
transactions. In the field of real-estate finance, particularly, we have de- 
pended so much upon credit that our whole value structure can be thrown 
out of gear by relatively slight shocks. Once such a delicate instrument 1s 
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interfered with, it is a tremendous task to get it into a position where it 
can again function normally. 

The use of credit is founded upon confidence. With confidence in the 
future, we can forge ahead at a rapid pace and soon forget past difficulties 
and suffering. With confidence lacking, the entire credit structure collapses 
because the very idea of credit becomes a thing to be shunned. This psy- 
chological factor, confidence, plays curious tricks upon us at times. For 
instance, in the late twenties, none of us were interested in the possession 
of money or in the liquidity of our capital. At that time, we all wanted 
things instead of money. We not only bought what we could pay for im- 
mediately, but we made free use of this delicately balanced credit structure 
and went into debt in order to get at once things that we did not need to 
pay for until later. 

After the crash of 1929, we made a complete mental about-face. First 
of all, liquidity became a necessity for debtors who were being pressed 
by their creditors. With the shaking of confidence in the future, liquidity 
progressed beyond a necessity and became a mania, and continued so even 
after it had ceased to be a necessity. We stopped making commitments for 
future deliveries and became panic-stricken even about the property and 
goods which we already owned. In a very intensified sense, the possession 
of money and its immediate equivalent became our one goal. Property of 
all kinds was dumped into an already over-supplied market and values 
melted away rapidly. Those classes of properties, such as real estate, that 
were heavily mortgaged soon declined in value to a degree that wiped 
out ownership equities and even jeopardized the solvency of the creditors. 

Deflation of real-estate values during a prolonged depression is cumula- 
tive. It proceeds to so ridiculous a degree of value absorption as to leave 
remaining prices at a level which has little or no relation to the utility of 
the property, its cost of reproduction, or, indeed, anything tangible except 
the inability to refinance it. 

Under conditions such as these resulting from the depression, only the 
government of the United States was powerful enough to restore confi- 
dence in real-estate values and in the real-estate mortgage business. In re- 
sponse both to the demands of various pressure groups and to economic 
necessity, the Congress of the United States brought to fruition during the 
period beginning in 1932 various plans affecting the mortgage-finance busi- 
ness. The outlines of some of these plans had been discussed for years in 
advance. Without going into too minute detail, I shall analyze briefly those 
plans that are administered by the Federal Home Loan Bank Board and its 
affiliated agencies, the Home Owners’ Loan Corporation and the Federal 
Savings and Loan Insurance Corporation. 

This Board has been entrusted by the people of the United States, acting 
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through their duly elected representatives in Congress, with the administr:. 
tion of five programs which affect mortgage financing. These program; 
are: (1) The refinancing of mortgages for distressed home owners by the 
Home Owners’ Loan Corporation; (2) the investment of funds by the 
same Corporation in the securities of private home-financing institutions 
and of the Federal Home Loan Banks; (3) the organization and super. 
vision of a Federal Home Loan Bank system; (4) the chartering and y. 
pervision of federal savings and loan associations; and (5) the Operation 
of the Federal Savings and Loan Insurance Corporation. Two of these are 
emergency programs; the other three are intended to be permanent, and 
sooner or later would undoubtedly have been inaugurated regardless of 
business depression or prosperity. Certain elements of these five programs 
may properly be classified as the results of the action of pressure groups 
seeking governmental protection against the aggression of interests that are 
or are fancied to be, merely selfish. Other elements may properly be 
grouped under the heading of measures to plug the holes in the financial 
structure resulting from the ineffectiveness of unaided private activity. 

I doubt if any one of these five programs could be classified exclusively 
into either of these two categories since each of them contains elements of 
defense and elements of offense. The Home Owners’ Loan Corporation 
finances both of the emergency programs. One involves the absorption of 
distressed mortgages, and the other involves governmental investment in 
the capital structure of private-financing agencies. This latter is therefore a 
form of emergency codperation during a period in which private funds are 
a bit reluctant to flow into these institutions. 

The Home Owners’ Loan Corporation was created to save distressed 
home owners from foreclosure and the loss of their equities. In addition to 
saving the homes of approximately a million families, the Home Owners 
Loan Corporation has had widespread and permanent effect upon the mort- 
gage-finance structure of America. Among other results, the Corporation 
has prevented the urban real-estate market from slipping into the chaos 
toward which it was headed in 1933; it has assisted in the standardization 
of mortgage-finance procedures, particularly as they affect length of loan 
period and plan of amortization, costs of financing, appraisals, credit te- 
ports and reconditioning of the property at the time the mortgages are 
placed; and it has restored and increased the liquidity and maintained the 
solvency of thousands of financial institutions. 

It was inevitable that an organization whose operations are as extensive 
as those of the Home Owners’ Loan Corporation should raise in the minds 
of millions of American home owners and prospective home owners visions 
of direct governmental financing of their homes. Apropos of our changing 
mortgage structure, it is interesting to note that this Corporation already 
owns one-sixth of the dollar volume of all urban home mortgages in the 
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United States. There is no unanimity of opinion as to the future of the 
Home Owners’ Loan Corporation. One group visualizes it as a mechanism 
for financing all future home owners without regard to distress. Another 
group maintains that, since apparently the emergency which gave rise to the 
Corporation is now passing, the Corporation itself should make immediate 
lans for transferring to private institutions at least its best assets. To date, 
however, I have heard of no practical program for taking care of the large 
proportion of the Corporation's assets that are not readily saleable to private 
home-financing institutions. 

It is perhaps futile at this time to conjecture what the future of this 
Corporation may be. I look upon the Home Owners’ Loan Corporation as 
an emergency institution organized to meet an emergency. It is already 
in liquidation. It has been liquidating since the repayment of its first dollar 
of principal. Under the law it must use all principal repayments to retire 
its bonds. I shall be surprised if means are found immediately for its com- 
plete absorption. I think that possibly, allowing for certain contingencies, 
its liquidation may be accelerated after a time. The Corporation itself is 
vitally interested in the recovery of private home-financing institutions in 
order that they may be able to carry borrowers with shrunken incomes on 


| adjusted payments and so prevent further serious distress. It accords per- 


fectly with the Corporation’s interest, therefore, that the last Congress 
should have empowered it to contribute to the recovery of existing home- 
financing institutions by investment—up to $300,000,000—in the shares 
of such institutions and in the obligations of Federal Home Loan Banks 
which are intended to serve private home-financing institutions. 


The three other agencies administered by the Federal Home Loan Bank 
Board are intended to strengthen and improve private home-financing 
institutions and consequently to aid and encourage home ownership. The 
Federal Home Loan Bank system was authorized by an act of Congress, ap- 
proved July 22, 1932. The system is intended to do for private home- 
financing institutions what the federal reserve system does for commercial 
banks. Building and loan, savings and loan, and homestead associations, 
codperative banks, savings banks, and life insurance companies are eli- 
gible for membership in the Federal Home Loan Bank system. Savings 
banks and insurance companies have few representatives among the 3,400 
members of the system to date. The combined resources of the existing 
membership exceed $3,000,000,000. 

The system’s advances to these members at the present time approximate 
$100,000,000. These advances are either for short terms up to one year 
when they need not be supported by collateral, or for long terms up to ten 
years, when they must be supported by collateral and must be amortized. 
It will be noted that investments by the Home Owners’ Loan Corporation 
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in institutions that are either members of the Federal Home Loan Bank, 
or are insured by the Federal Savings and Loan Insurance Corporation are 
restricted to home-financing purposes. Members may obtain advances from 
the Federal Home Loan Banks, however, for any legitimate purpose, ip. 
cluding investment, repayment of other obligations, and meeting the te. 
purchase demands of investors. 

It is intended that eventually the Federal Home Loan Bank system will 
be owned by its members. In order to accelerate the development of such ; 
system, the United States has made investments in the stock of these Home 
Loan Banks, amounting, at present, to about 80 per cent of the total inves. 
ment in the Banks. In theory at least, it is intended that the member instity. 
tions shall increase their investments and that eventually government-owned 
stock will be retired. This is not immediately possible, and there is no ap. 
parent reason why the retirement of the government’s investment should 
be hastened. While these Banks are expected to be operated on a business 
basis and most of them are paying dividends, they are not looked upon 
primarily as an investment by either the United States or their institutional 
members. 

Members of the bank system gain four advantages by membership: First, 
the public prestige of membership is undoubtedly an advantage which pays 
good dividends. Second, the system affords an immediate credit reserve 
upon which members may draw to meet emergency demands. Third, the 
Banks afford a supplementary source of loanable funds that is available 
to member institutions for a long period of time and under very favorable 
terms. Fourth, the Banks are in a position to assist in improving the prac- 
tices and policies of their members to the end that investors in, and borrow- 
ers from, such institutions will be better served. 


The Federal Savings and Loan Insurance Corporation was organized to 
quiet the fears of millions of people whose confidence in uninsured invest- 
ments was tremendously shaken during the recent depression. This Corpora- 


tion attempts to do for the solvency of accounts in savings and loan, build- 
ing and loan, and homestead associations, and in codperative banks what 
the Federal Deposit Insurance Corporation does for the liquidity of ac- 
counts in commercial banks. Although the Insurance Corporation was 
authorized by legislation passed during the depression, the conditions which 
make it necessary antedate the depression. Like the poor, these conditions 
are always with us regardless of depressions. The insurance program is not 
at all an emergency program and will undoubtedly occupy a permanent 
place in our home-financing system. 

Insurance of accounts is conditional upon two requirements: first, that 
only sound institutions may be insured; and second, that insured institu- 
tions will follow safe and economical lending practices even after they 
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obtain insurance. In this agency, therefore, the government necessarily 
jssumes both the réle of offense and of defense. It expresses its confidence 
in this type of institution by authorizing the Home Owners’ Loan Corpora- 
tion to subscribe $100,000,000 to form the capital of the Federal Savings 
and Loan Insurance Corporation. It assumes the rdle of protector of in- 
yestors by encouraging safe and economical lending practices and by dis- 
couraging those that experience has proved unsound. 

In administering the affairs of this Corporation, its trustees have a dual 
obligation. They must undertake to conserve the capital contributed by the 
government through the Home Owners’ Loan Corporation and they must 
observe their solemn trust to protect the contributions of those institutions 
that are insured. To fulfill these responsibilities requires careful selection 
of risks accepted for insurance and regular inspection of such risks there- 
after in order to make sure that operating practices continue safe and eco- 
nomical. 


Since the evolution of home-financing agencies from the individual 
lender to the institutional form has proceeded more or less independently in 
each locality and until fairly recently without any serious attempt at co- 
ordinated leadership, it is to be expected that a variety of practices and 
policies should have been developed. As a consequence, common titles are 
given to widely diverse practices. A home-financing institution in Ohio 
may carry the same generic name as a similar institution in Illinois or 
Texas; and yet, in spite of the common objectives of encouraging thrift and 
providing home-financing resources, there may be great differences in the 
operating plans of these institutions. Within recent years, efforts have been 
made to standardize the practices of these institutions by encouraging those 
which have proved most effective and discouraging those which for any 
reason have proved undesirable. The standardization procedure is follow- 
ing several unrelated paths. State legislatures are modifying practices and 
policies of these institutions by legislation. Trade associations are emphasiz- 
ing the desirability of some practices and the undesirability of others. 

Because of the localized fields of operation of these thrift and home- 
financing institutions, in the recent past they have been chartered and 
supervised by the states in which they were operating. However, the pos- 
sibility of obtaining charters for such institutions from an agency of the 
federal government has been discussed for some years. These discussions 
finally bore fruit in the provision authorizing the Federal Home Loan Bank 
Board to charter and supervise federal savings and loan associations. In 
effect, the federal savings and loan association is the national bank of the 
home-financing field. In determining its pattern, extensive use was made 
of the experience of state-chartered associations throughout the country in 
an attempt to develop a model thrift and home-financing institution. 
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In order to afford thrift and home-financing service to sections not ade. 


quately served by existing institutions, Congress provided a promotion 
fund for the development of such institutions wherever they were needed 
It also authorized the Treasury of the United States and later the Home 
Owners’ Loan Corpora to invest in such institutions in order to encour. 
age their development. To date, federal savings and loan associations, while 
fairly numerous, have not assumed a major proportion of the business of 
thrift and home-financing. It is probable that some of the new associations 
that have been chartered by the Federal Home Loan Bank Board will not 
survive in the competition with more experienced competitors. It appears 
likely, however, that the process of conversion of state-chartered institu. 
tions into federal savings and loan associations will continue indefinitely. 
In any event, the influence of federal savings and loan associations is being 
felt far beyond the circle of their own immediate operations. 

The differences that now exist between some of the state-chartered asso- 
ciations and the federal associations are not great and will gradually dis. 
appear. Since the federal association is merely a composite of the best 
practices of the state-chartered associations, it is natural to expect that the 
federal association itself will be subject to some modification from time to 
time. Meantime, state-chartered associations, as a result of the legislation 
which governs them, of the encouragement given to them by their trade 
associations, and of the observations of their own managements, are con- 
stantly adopting and adapting the practices and policies of federal associa- 
tions. 

Few would dispute the claim that the American family is one of our most 
cherished institutions. If we were to analyze the forces which motivate our 
everyday activities, we should find that one of the most powerful incentives 
to the toil and troubl laily undergo is our desire to give the members 
of our families greater advantages than we have enjoyed. Among these 
advantages is possession and occupancy of a suitable home. The home 
affords not merely shelter and protection against the elements, but repre- 
sents for most American families the shrine about which center all of the 
members’ hopes and ambitions and achievements. In a very peculiar sense, 
therefore, the government of the United States in its encouragement of 
home ownership is laying the foundation for good citizenship, for clean 


living, and for a higher type of civilization than could ever be possible 
among nomadic peop! 


Home-financing institutions cannot afford to overlook these intangible 
values. While it is essential that such institutions give primary attention to 
the security of the funds for which they are trustees, it is nevertheless true 
that an institution whose lending policies are so strict as to discourage home 


ownership must be classed as a failure in spite of its financial success. If we 
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-annot combine with our lending policies a human interest in our borrow- 
efs so as to permit a prospective home owner with a good character and a 
reasonable amount of capital to acquire the object of his desire in the pur- 
chase of a home, we shall have failed to accomplish one of the major pur- 
poses for which such institutions are organized. 

The second objective which the Federal Home Loan Bank Board and 
home-financing institutions must have in common, if we are to produce 
desired results, is the encouragement and protection of the savings of the 
mass of American citizens. American traditions extol the virtues of private 
initiative and of thrift. Undoubtedly, the thrifty individual gets more out 
of life for himself and his family because he has the protection of a back-log 
of savings, should such protection be needed. If, however, we permit the 
fruits of thrift to be denied to the individual whose toil and sacrifice make 
accumulations possible, because in our worship of the fetish of freedom 
of contract we fail to recognize his inequality of bargaining power, we are 
bound to produce embittered people. Their loss of faith in the benefits of 
private initiative and thrift, due to the loss of the fruits thereof, will direct 
their attention and their energies to a will-o’-the-wisp theory of economics 
which is long on promises and short on achievements. 

The operators of home-financing institutions occupy a position of trust 
in relation to the investors who place their funds in such institutions for 
investment. It is not sufficient for the managers of these institutions to take 
the same chance with those funds that they would be willing to take with 
their own property. If they are to discharge the trust imposed upon them, 
they must maintain its sacredness and fulfill its obligations. 

There can be no conflict of interest between these two objectives. En- 
couragement of home ownership by the granting of reasonably liberal loans 
to borrowers is entirely consistent with protection of thrift by insuring the 
safety of investments in the home-financing institutions. All of the activities 
of the Federal Home Loan Bank Board and its affiliated agencies are di- 
rected toward the attainment of these two objectives. 

In closing, I have no intention of undertaking to predict the future of 
thrift and home-financing institutions, either as to the place they will take 
in future business operations or as to the particular pattern they will follow. 
I will say unhesitatingly that the mortgage structure is changing; that it 
will continue to change for the indefinite future; and that the government 
will take an increasing part in these changes. This is necessarily so in all 
economic activities, and the business of thrift and home financing is no 
exception. As I see it, a democratic government simply means the collective 
action of individuals and smaller groups. As our economic structure becomes 
more complex we are constantly faced with the failure of individuals and of 
private codperative groups to attain proper objectives unaided. 

The extreme individualist denies the necessity for governmental partici- 
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THE PRODUCTION CREDIT SYSTEM OF 1933+ 


With the establishment of a permanent system of production credits in 1933, the Ameri- 
an farmer was provided with a publicly sponsored institution to meet each of his credit 
seeds. Although the legislation establishing the earlier agencies was controversial and at- 
acted general notice, that setting up the production credit system received comparatively 


«ale of loaning operations to date. At the end of 1934 it seems probable that the system 
had approximately one-tenth as many loans outstanding for agricultural purposes as did 
the commercial banks. The competitive position of the system, particularly in relation to 
country banks, is discussed in some detail. Attention is also given to the perplexing problem 
which the system faces in its efforts to maintain a uniform loan rate for all parts of the 
country. 

The production credit system was a legislative product of the busy days 
of the spring and summer of 1933. As was doubtless true of other im- 
portant measures passed at the time, it attracted comparatively little atten- 
tion, The competition for headline space was keen in those days; and in 
any case there was obviously a limit to the amount of new economic legis- 
lation which either layman or economist could absorb. Even individuals 
immediately concerned with problems of agriculture found their attention 
centered upon the adjustment program or the program for refinancing farm 
mortgage indebtedness. 

It is the task of this paper to provide, at least in a preliminary way, 
some of the materials for an appraisal of the production credit system. 
The system is worthy of attention for two reasons. In the first place—and 
more will be said of this later—it is the first among the publicly sponsored 
credit agencies to enter into more or less active and permanent competition 
with the country banks. In the second place it, in a sense, completes the 
task of providing a source of funds under government sponsorship for 
each of the farmers’ credit needs. To understand this final step it is neces- 
sary that we review briefly the earlier ones. 

The first and undoubtedly the most familiar of the farm loan legislation 
was that of 1916. In that year Congress after many months of spirited 
debate passed the Federal Farm Loan act, which provided the farmer with 
a publicly sponsored source of long-term or mortgage credit. In 1923 a 
further step was taken. The Agricultural Credits act of that year sought 
to bridge what was conceived to be a gap between the long-term loan 
services of the mortgage credit agencies and the short-term credit of the 
commercial banks. This legislation was also of a controversial sort; and a 
compromise was effected in the final hours of the sixty-fourth Congress only 


by the dubious legislative device of joining all the contending bills together 
into one measure. 


‘The observations and conclusions in this paper are drawn from a study of the opera- 

as of the Farm Credit Administration as a whole which is being conducted by Professor 
‘. E. Harris and the present authors. We are indebted to the Harvard Committee on 
Research in the Social Sciences which is financing the study as a whole and to Mr. Robert 
W. Macy who assembled material on the structure of the production credit system. 
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The legislation of 1923 did not seek to invade the domain of the country 
bank; in fact this was rather scrupulously avoided. One section of the Act 
did provide for a new type of agency (the National Agricultural Credit 
Corporation) which was to make loans direct to farmers. However, the 
establishment of these was left on a voluntary basis and quite without 
government assistance or sponsorship. Only one (the Pacific National Agri. 


cultural Credit Corporation) was ever operated on a permanent basis. The 
two major provisions of the Act dealt with rediscounting facilities; one 
liberalized the Federal Reserve act on the matter of rediscounting agricul. 
tural paper and the other established new banks of rediscount, the Federal 
Intermediate Credit Banks. The Intermediate Credit Banks did not deal 
with the farmer directly; and it is significant that the establishment of the 
local agricultural credit corporations—the organizations aside from com- 
mercial banks and existing private agencies through which the Interme. 
diate Credit Banks reached the farmer—was also left entirely to inde- 
pendent group initiative. For a number of reasons most of these credit cor- 
porations were far from being effective institutions.? 

Throughout the twenties the retailing of agricultural credit for financing 
current production remained in the main, in the hands of established pri- 
vate agencies—the country bank, the implement dealer, the fertilizer dealer, 
and the store-keeper or merchant. However, emergency feed and seed loans, 
for which appropriations were made with regularity from 1921 on, estab- 
lished something of a precedent for federal activity in the provisiun of 
short-term loans to farmers; and the present depression furnished the occa- 
sion for completing the task of blanketing the farmers’ credit requirements 
with publicly sponsored sources of funds. 

As early as 1931 a preliminary effort was made to extend the production 
credit facilities of the farmer. In February of that year, Congress appro- 


priated $20,000,000 to be used in making loans to capitalize credit corpora- 
tions which in turn might discount paper with the Intermediate Credit 
Banks. The organization of these corporations, however, remained a purely 
voluntary matter; and this legislation (together with similar legislation the 
following year) did little to strengthen the retail outlets for Intermediate 
Credit Bank funds.* The farmer who was accustomed to turn to a local 
bank or even to a dealer or merchant for the wherewithal to anticipate his 
crop or the marketing of his livestock was undoubtedly having a difficult 


time. If a bank failure had not entirely removed his accustomed source of 
funds, the bank was more than likely to be engaged in a struggle to liquidate 


* Cf. Frieda Baird and Claude L. Benner, Ten Years of Federal Intermediate Credit, 
Brookings Institution, 1933. These local corporations, organized for the specific purpose 
of rediscounting with the Int liate Credit Bank, should not be confused with the 
“national” corporations which might issue their own debentures. 

*Total loans under the provisions of the Acts of 1931 and 1932 amounted to only 
$1,513,024. This affected tl pital structure of 54 rediscounting institutions. The net 
effect on agricultural credit facilities was probably insignificant. (Data from the Second 
Annual Report of the Farm Credit Administration, p. 67.) 
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ts existing loan portfolio. New loans were made with a chary hand; for 
bitter experience had taught the country banker not to share in the farmer's 
wishful optimism as to the better times which autumn might bring. 

In many cases the farmer’s chance for a livelihood during the year turned 
on the possibility of his obtaining credit accommodation. In a period of 
vere deflation no government could ignore the political pressure arising 
out of such a situation. In 1932 Congress made provision for a large-scale 
program of public lending to agriculture on short-term maturities. Twelve 
Regional Agricultural Credit Corporations (the R.A.C.C.’s) with branches 
were established and capitalized at $36,000,000 by the Reconstruction 
Finance Corporation.* Further funds might be obtained by rediscounting 
with the Federal Reserve Banks, the Intermediate Credit Banks or with 
the R.F.C. itself.° In April, 1933, the R.A.C.C.’s loaned in excess of 25 
millions; and in August of the same year their loans outstanding reached 
a peak of slightly over 158 millions.° 

The R.A.C.C.’s, however, were an emergency organization; except in 
the case of livestock loans, they were badly suited for the type of business 
which they were conducting. Much of the agricultural loan business involves 
small amounts, the security is unstandardized, and typically it depends in 
large degree upon the personal factor. An agency situated perhaps fifty 
or a hundred miles away could handle a loan of a few hundred dollars only 
at great inconvenience to the borrower and expense to itself. It was gen- 
erally apparent that the R.A.C.C.’s could not continue indefinitely as a 
source of short-term loan accommodation for agriculture.’ Before they had 


reached the peak of their loaning operations, Congress had provided for a 
new and permanent organization—the production credit system. 


The Structure of the Production Credit System 


In outlining the structure of the production credit system it is convenient 
to begin with the Production Credit Corporations. Twelve such corporations 
were set up late in 1933 and early in 1934, one at the headquarters of each 
of the existing land bank districts. The Corporations are capitalized by the 
Farm Credit Administration at amounts ranging from $8,000,000 to 
$12,500,000. As in the case of the other credit agencies in the district,* 


‘This later was increased to $44,500,000. 

No rediscounting was done with the Federal Reserve Banks, and rediscounted paper 
was eventually carried by the Intermediate Credit Banks. 

* Data from the Annual Reports of the Farm Credit Administration and the American 
Institute of Banking’s publication entitled Farm Credit Administration, pp. 106-112. The 
ater is a factual survey of the structure and operations of F.C.A. prepared by members 
f the staff at the request of the American Institute of Banking. 

The average loan of the Regional Agricultural Credit Corporations, because of the 
amount of livestock financing involved, was large. Up to January 31, 1934, it was ap- 
proximately $1,500. However, nearly one-fifth of all loans were for less than $250, and 
0 per cent were for less than $500. American Institute of Banking, op. cit., pp. 110-111. 

Namely, the Federal Land Bank, the Intermediate Credit Bank and the Bank for 


Cooperatives. 
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the officers are appointed by the district board of directors. Three members 
of this board are elected by the borrowers from the various institutions 
and four are appointed by the governor of the Farm Credit Administration, 


The balance of power is thus, for the present at least, held in Washington. 
The Production Credit Commissioner in the Farm Credit Administration 
at Washington has supervisory and a certain amount of regulatory power 
over the twelve corporations. 

The Production Credit Corporations are neither direct lending agencies 
nor banks of rediscount. In most cases their staff is small and they function 
entirely to organize, capitalize, and supervise the “Production Credit Asso- 
ciations.”” The earnings of the Production Credit Corporations at present 
are entirely from such part of their capital as has been invested in govern. 
ment securities. The Corporations have a potential source of income from 
their investment in the stock of the Production Credit Associations which 
they helped to capitalize. Realization of this income will have to await the 
time when the Associations in the Corporation’s district have earnings to 
disperse. 

The critical link between central organizations and the borrower is filled 
under the production credit system by the Production Credit Association. 
There are some 556 of these Associations® each with its own territory, and 
together they cover the entire country. The Associations are under the con- 
trol of a board of five directors elected by the borrowers of the Association 
from among their number. The Farm Credit Administration and the Cor- 
poration have the right to disapprove the election of any director or to 
request the dismissal of any director already in office. In this fashion the 
reins of control may, at the discretion of the central and regional authorities, 
be so held as to permit almost any degree of local autonomy or centralization 
of power. The secretary-treasurer, an appointee of the local board of di- 


of office is also subject to termination by the Washington and regional 
authorities. 
The capital structure of the Associations is interesting. The capital stock 


is divided into two classes, Class A and Class B, of which the former must 
be equal to about 20 per cent of the loans made or to be made by the asso- 
ciation. The Class A stock is held by private investors and the Production 
Credit Corporation—in practice by the Corporation. Proceeds from the 
sale of this stock are invested in government or other high-grade securities 
and deposited as additional collateral with the Intermediate Credit Bank 
with which the Association rediscounts its loans. The Class B stock is sub- 
scribed by borrowers from the Association; each borrower must hold stock 


* This figure is based formation furnished by the Farm Credit Administration as of 
March 13, 1936. On June 1934 (American Institute of Banking, op. cit., p. 281) there 
were 651 Associations. A all number of these (15 in 1934) served producers of a 
given commodity rather than producers of a given territory. These “specialized” Associations 
may extend their operat r an entire state or an even greater area. 
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to the amount of $5 for each $100 or fraction of his loans. Even though 
the Class A stock is preferred as to assets upon liquidation, both classes 
share equally in dividends. Class B stock alone has voting power, and no 
stockholder is permitted more than one vote. Two principles, long common 
to the management of codperative organizations, will be recognized in the 
provision for joint financial responsibility of all patrons through ownership 
of stock and in the provision for “‘one man one vote”’ control. 

The Production Credit Associations obtain their funds for lending from 
the Intermediate Credit Bank of the district in which they are located. The 
regular procedure, following the approval of a loan by the Association, is 
to submit it to the Intermediate Credit Bank, where it is given further 
examination. If this is favorable, funds are made available to the Associa- 
tion and by it to the borrower. However, as the Associations establish a 
reputation for competence, they are permitted to make a part of their loans 
directly to the farmer from funds borrowed from the Intermediate Credit 
Bank. This ‘‘cash loan fund”’ is then replenished by rediscounting with the 
Intermediate Credit Bank. 

The interest rate of the Associations is the same over the entire country, 
but is designed to vary from time to time with the issue price of the de- 
bentures of the Intermediate Credit Banks. The Intermediate Credit Banks 
are permitted by law a one per cent margin over the interest rate on the 
last issue of consolidated debentures.?° The Associations, in turn, are at 
present permitted a maximum margin of three per cent over the rediscount 
rate of the Intermediate Credit Banks. From 1923 to 1932, Intermediate 
Credit Bank debentures sold to yield between three and five per cent, 
with the usual yield between three and four per cent. During 1933 and 
1934 the yield fell sharply until debentures were being placed on the market 
at a cost to the banks of less than one per cent. This, plus the four per cent 
gross margin for the Intermediate Credit Banks and Associations, made the 
retail loaning rate five per cent. This rate was established in the spring of 
1934, 

Scale of Operations to Date 


The foregoing sketch of the structure of the production credit system is 
necessarily incomplete in many details. It will serve, however, as a basis 
for the more interesting task of appraising the accomplishments of the 
system in its two years of operation and for examining in a tentative way 
the conditions which may be expected to influence its development in the 
future. 

The organization of the Production Credit Associations did not get under 
way until late in 1933, and no loans worthy of mention were made in that 


_ "The requirements of all of the banks are taken care of in a single issue. If a bank 
does not participate in an issue, then its rediscount rate is one per cent over the rate on 
the last issue in which it did participate. There is an opportunity here for small regional 
difference in interest rates. 
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year. During 1934, however, the volume of loans outstanding at the end 
of every month showed an increase over the month preceding with but one 
exception. By the end of S« ptember the system had nearly 61 millions jp 
loans outstanding. A further small increase occurred in the closing months 
of the year (Table 1). The growth of the system continued in 1935, and 
slightly over 113 millions were outstanding at the end of August. The 
rate of increase in loans was, however, less rapid. This is apparent not 


ing to 
estate 
fnanc! 


only from the — . percentage rate of growth (Table I) but also Mo 
from the circumstance that the general growth of the system was not suf- we 
ficient in 1935 (as it was in 1934) to blanket the seasonal decline in loans ™ 
normally to be conte’ during the fall months. At the end of 1935 the — 
production credit system had some 97 millions in loans outstanding as 933 
compared with 61 millions the year previous. Total business (counting 1934 
renewals as new loans) amounted to 211 millions in 1935, or approximately Jan 
twice the corresponding figure of 110 millions for 1934.1? on 
Two things become apparent from the foregoing figures and from Table Apr 
I. These are first, that the production credit system has grown rapidly since Ma 
its inception, and second, that it is still comparatively small. The increase 0 
in volume of loans outstanding from an insignificant amount at the begin- ‘Au 
ning of 1934 to well over a 100 million a year and a half later will Suggest Ser 
at least a living embryo. When we compare this figure with the total in- = 
vestment in short-term maturities for agricultural purposes, its significance De 
pales somewhat. The total of short-term agricultural indebtedness, personal _ 
and otherwise, was roughly estimated in 1933 to exceed 3.5 billions.” -* 
The peak of production credit loans in 1935, on the basis of this estimate Fe 
was less than one-thirtieth of all short-term credit outstanding to farmers M 
The estimate of 3.5 billions is exceedingly broad, however, and it un- 
doubtedly includes a large proportion of “‘unbankable’’ loans—accumulated Ju 
interest, book credit, personal loans from relatives, long past due accounts Ju 
and notes, and the like. We can get a more significant view of the scale of 
operations of the production credit system by comparing it with commercial 0 
bank loans to agriculture. The call reports to national banks, members of : 
the federal reserve system, and members of the Federal Deposit Insurance _* 
Corporation as of December 31, 1934, included a schedule for data on D 
agricultural loans. Virtually complete reports for all commercial banks for 
(the first of their kind available) showed total loans to agriculture amount: rm 
™ The first Associat tered September 19, 1933. By the end of March, 1934, 
all agricultural counties tl] rvices of an Association. American Institute of Banking, ag 
op. cit., p. 281 - 
2 These data like thos« Table I are based on Intermediate Credit Bank rediscounts tto 
for the Associations. Data from Farm Credit Administration. Monthly Report on Loans ana 
Discounts, December, 1 23 
* Estimate by the Bure of Agricultural Economics. Cf. The Farm Debt Problem, | 
House Document 9, 73rd Congress, 1st Session, p. 1. do 
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ing to $1,306,455,000.* Of this, $498,842,000 was secured by farm real 
«state and may be excluded on the assumption that it represented long-term 
fnancing.*® The remaining $807,613,000 of commercial bank loans to 


TaBLe I. OPERATIONS OF THE Propuction Crepit System, 1933-1935 
(Figures for loans are in thousands of dollars) 


Loans out-| Increase Reg. Agr. 
and ; preceding | in over| Reg. Agr. | Corps. plus 
sme endof | preceding | © month 1934 Credit | prod. credit 
month month Corps. syetem 
1933 27 144,636 | 144,663 
1934 
January 158 145,198 145,356 
February 665 507 420.9 145,760 146,425 
March 4,409 3,744 663 .0 144,905 149,314 
April 14,392 9,983 326.4 144,671 159 ,063 
May 28,117 13,725 195.3 143,127 171,244 
June 38,518 10,401 137.0 138,485 | 177,003 
July 49,826 | 11,308 | 129.4 128,830 | 178,656 
August 58,074 8,248 116.6 117,664 | 175,738 
September 60,887 2,813 104.8 106,724 167,611 
October 58,128 —2,759 95.5 96,914 155,042 
November 58,328 200 100.3 90,559 148 ,887 
December 61,024 2,696 104.6 87,102 148 , 126 
1935 
Jannary 64,637 3,613 105.9 64,479 84,726 | 149,363 
February 71,192 6,555 110.1 70,527 82,342 153,534 
March 85,819 14,627 120.6 81,410 79,988 | 165,807 
April 97,400 | 11,581 113.5 83,008 | 78,351 | 175,751 
May 105 ,096 7,696 107.9 76,979 76,508 | 181,604 
June 109,890 4.794 104.6 71,372 72,765 | 182,655 
July 113,017 3,127 102.8 63,191 68,670 | 181,687 
August 112,104 — 913 99.2 54,030 64,582 176,686 
September | 104,712 —7,392 93.4 43,825 59,225 163 ,967 
October 95,930 | —8,782 91.6 37,802 | 51,656 | 147,586 
November 94 , 397 —1,533 98.4 36,069 46,220 140,617 
December 96 , 660 2,263 102.4 35,636 43,400 140,060 


_ Data from: Farm Credit Administration, Monthly Report on Loans and Discounts. Figures 
for loans outstanding are the rediscounts of the Intermediate Credit Banks for the Produc- 
tion Credit Associations. The only variation of these figures from those for actual loans of 


Associations that is apparent would come in a slight lag of rediscounts through use of a cash 
loan fund by the associations. 


agriculture may be compared with $61,024,000 outstanding by the produc- 
tion credit system on the same date. 


“Data from tabulations by the Bureau of Agricultural Economics released September 


23, 1935 


, “This is probably not wholly accurate. A part of such real-estate-secured loans un- 
doubtedly served to finance current agricultural production or the carrying of livestock. 
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The latter, in other words, was supplying about one-thirteenth as mud, growth 

credit to agriculture as were the commercial banks. It must be emphasized, product 

however, that the production credit system had not, on the date in question I of the “ 


completed a full year of operations. It may safely be presumed that the in. 
crease in the loans out standing for the system to $96,659,882 on December 
31, 1935, represented a substantially greater relative increase than was 


pected t 


shown by commercial banks during the same period.’* One might hazard Fron 
the guess that at the end of 1935 the production credit system had about system, 
one-tenth as much loaned on short-term agricultural maturities as had the fag compet 
commercial banks. banks. 
A question may be raised as to the extent to which the production credit [i syste™ 
system has merely replaced the Regional Agricultural Credit Corporations i 29y t" 
which were liquidated early in 1934. As indicated by the final column jn We mi 
Table I, there has been no net increase of any importance in the combined beat U) 
loans of these two organizations during the two years that they have been It is 
operating side by side. While the peak of combined loans in June, 1935, to the 
was some 4 million above the peak in July, 1934, loans by the two organi- the go 
zations at the end of 1935 were somewhat less than at the end of 1934. system 
Further, some 25 millions of Regional Corporation loans were purchased by the 
or refinanced directly by the production credit system during 1934."" How- to 20° 
ever, it cannot be concluded from these data that the production credit $100 
system has merely replaced the earlier emergency arrangement. *® As already in Caf 
noted, the Regional Corporations performed their major service for the the r¢ 
livestock industry. At the peak of their loaning operations in August, 1933, secutt 
only about 12 per cent of their loans outstanding were east of the Missis- of its 
sippi.’® Nearly all of the leading states in point of loans received were in outsta 
range territory. The production credit system, on the other hand, had has a 
approximately 40 per cent of its loans east of the Mississippi at the end of 20 pr 
August, 1935.?° Moreover, while the average size of the loans of the Re- of of 
gional Corporations to January, 1934, was $1,502," those made by the — 
production credit system in 1934 averaged but slightly over $700.” It is —_ 
apparent that efforts to design a system capable of reaching the small bor- —_ 
rower have not been unsuccessful. the g 
A two-year period is much too short a time from which to derive a : W 
= = data on agricultural loans have been requested in the call reports since December “Oh 
31, 1934. 
ie Second Annual Report of the Farm Credit Administration, 1934, p. 161. direc 
* The conclusion that all government financing of short-term agricultural requirements outst 
has not increased is, of course, to be avoided. Emergency drought and crop loans were not j 
continued in comparatively large amounts through 1934 and 1935. 
* Computations based lata furnished by Division of Finance and Research, Farm and 
Credit Administration. sear 
Ibid. T 
™ American Institute of Banking, of. cit., p. 109. ; 
*™ Computation based on Second Annual Report of the Farm Credit Administration, com 
1934, p. 155. 
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erowth curve” which might suggest the future scale of operations of the 
sroduction credit system. More is undoubtedly to be gained by examination 
of the characteristics of the system and its environment which may be ex- 
sected to have a bearing on its future. We now turn to such an examination. 


in- 

er The Competitive Position of the Production Credit System 

vas 
rd From the standpoint of future development of the production credit 
ut ME system, the most critical questions are those which concern its ability to 
he compete with other loaning agencies—most notably, of course, the country 


banks. It is obviously impossible to reach any final conclusions as to the 
ystem’s competitive position at the present time, or for that matter at 
any time before the test of actual experience has rendered the final decision. 
We must content ourselves with isolating some of the influence which will 
bear upon the competitive faculty of the system. 

It is appropriate that notice first be given to the extent of public subsidy 
to the system. This, in the main, takes the form of partial capitalization by 
the government without cost. The statute setting up the production credit 
ystem provides that the amount of Class A stock of Associations owned 
by the Production Credit Corporation shall be equal “‘as nearly as may be” 
to 20 per cent of the actual or anticipated volume of loans.** Thus for each 


lit $100 of loans, the district Production Credit Corporation provides $20 
dy in capital. This is invested in government or other high-grade securities, 
he the return from which accrues to the Association. Assuming a yield on 
. securities of three per cent, the Association has earnings from the proceeds 


of its capital stock to the extent of six-tenths of one per cent of its loans 
outstanding. However, the governor of the Farm Credit Administration 


in 
id has authority to increase the amount of paid-in Class A stock beyond the 
of 20 per cent just noted. To help the Associations through the early stages 


of organization this was done. At the end of 1934 the Class A stock 
amounted to slightly over 90 million dollars, which was considerably in 
excess of the volume of loans outstanding. At that time the income from 
invested proceeds of capital stock must have been roughly equivalent to 
the gross interest income on loans. 

When the time of heavy organization expense and small volume of loans 
has passed, the Class A stock will presumably be reduced to 20 per cent of 
loans as recommended in the statutes. If such comes about, the “normal’’ 
direct subsidy will then be somewhat less than one per cent of the loans 
outstanding. However, it should be noted that the Associations receive a 
not inconsiderable indirect subsidy from the Production Credit Corporations 
and from the Farm Credit Administration in the form of supervision, re- 
search on specific problems, and aid in management. 

The production credit system seems also to have a point in its favor in 
competition with the country bank in the matter of overhead expense. The 

"U.S.C. ch. 7, Title 12, 1131C. 
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accounting operations of the Associations are comparatively simple. They 
have no tradition, as have the banks, which requires them to maintain 
prominent and even ornate business headquarters. More important, the 
Associations are relieved from the unremunerative services which the bank 
must perform for its customers** and others. It has not the expense, as 4 
matter of fact, of maintaining a checking service even for its own borrowers 

From one point of view it might also be argued that some advantage 
accrues to the Association because of the common responsibility for its 
success which all borrowers are called upon to share. This view holds that 
since the individual borrower has an equity in the Association it will be 
to his immediate interest to see that it avoids undue risks and expens. 
Only in this way will the value of his capital stock be maintained and (later 
on) the dividends of the Association continued. We are in danger of be. 
coming involved here in a controversy which has gone on in agricultural 
circles for a decade or more. Ideally the production credit system might reap 
a real advantage from the codperative, self-policing features which its or. 
ganization implies. Whether the American farmer himself has the social 
conscience to fit into this pattern is another question and one that is yet 
unsettled. Any forecast of the future of the production credit system must 
turn in considerable part on one’s views as to effectiveness of the codper- 
ative or joint responsibility principle.*® 

The country bank, on the other hand, has some convincing advantages in 
competition with the production credit system. Especially obvious are the 
advantages of being the established and customary source of loan accommo- 
dation; credit habits of long standing—interrupted but probably not de- 
stroyed by the depression—strongly favor the local banker. Furthermore, 
as a private concern, the bank which is seeking more business is in a posi- 
tion to go after it with initiative and vigor. The production credit system 
must always risk unfavorable reaction when it adopts similar tactics. 

The matter of convenience also strongly favors the country bank (as 
well as the merchant and dealer); and this is an important item. A loan 
from the production credit system involves preparation of a formal appli- 
cation and financial statement by the farmer; filing of a chattel mortgage; 
submission of the application to the Intermediate Credit Bank; and finally, 
assuming approval of the loan, the transmission of funds via the Associa- 


* As noted presently, however, the cost of providing checking and like service to de- 
positors is in large part the “cost’’ of the funds which the bank loans. 

* As students of agricultural credits are aware, the same principle was applied in the 
local borrowers’ Associations (the National Farm Loan Associations) of the Federal Land 
Banks. Borrowers in practice paid little attention to their joint responsibility, and apparently 
cared less about what happened to their stock. On the other haad, it may be said that in 
most land bank districts the system did not have a fair trial. Am excessive number of 
Associations were chartered, and little or no provision was made for competent local 


management. It also seems probable that the virility of the local Associations was impaired 
by a general policy of centralized control during the twenties. Vigorous efforts are now 
being made to revive these Associations. In some cases they are being placed under joint 
management with the Production Credit Associations. 
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jon to the farmer. In contrast with this, a single visit to the bank may enable 
he borrower to make financial arrangements for an entire season. If his 
seed for funds is immediate, he may have them the same day. The produc- 
ion credit system has fully recognized the handicap of delay and incon- 
venience and it has given not a little attention to means of eliminating the 
ime and detail involved in its loan procedure.** However, many observers 
yould agree that the production credit system must offer substantial alter- 
ative advantages to offset the convenience and simplicity of borrowing 
from the country bank. 

Finally, if the prohibition on payment of interest on demand deposits 
continues, the country bank has an advantage over the production credit 
ystem in the initial cost of the funds which it loans. An interesting point 
of theory is involved here, although its practical significance is difficult to 
appraise. In the case of the production credit system each dollar loaned 
must be borrowed at interest and this, during the twenties, was considerable. 
The bank, on the other hand, has no such initial interest rate on the funds 
which it loans;?7 and the amount loaned is capable of increase within limits 
through deposit expansion. Taking the balance sheet of the bank as a 
whole, it is true that an opportunity cost must be imputed to the cash assets 
of the bank that are set off against paid-in capital, surplus and undivided 
profits. But this is normally a small fraction of total loans; the greater the 
deposit expansion in the system the smaller it will be. The cost which the 
bank has, of course, is that of providing the checking and other services 
which lead people to use the bank and to have the deposits which make 
loan and deposit expansion possible. 

When one bank competes with another the matter just described is of 
course to the peculiar advantage of neither. When, however, a bank is in 
competition with an agency which must pay interest on each unit of funds 
loaned, then it would appear to be a consideration of importance. Unless 
the cost to the bank of providing deposit and checking facilities exceeds the 
initial interest charges of its competitor, the bank has a competitive advan- 
tage. Further, as we have already noted, the provision of checking and other 
services is of importance in itself in attracting borrowers away from an 
institution which offers no such service with its loans. 


The Problem of Uniform Interest Rates and Margins 


Next to the question of its competitive position, the most important 
problems which condition the future of the production credit system are 
related to the operating margin between the debenture rate and the rate on 


* Most of the Associations have provided themselves with a cash loan fund from which, 
Subject to certain limitations, they can make loans without delay. Further, as borrowers 
quire a favorable record of repayment, efforts are made to eliminate some of the formal 
‘etail connected with handling their loans. The Associations also endeavor to get borrowers 
(0 anticipate their loan requirements a sufficient time in advance so that funds are available 
when they are required. 

~ So long, of course, as there is no interest rate on demand deposits. 
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loans. Of particular importance here is the virtual necessity that this dif. 
ferential be uniform for all parts of the country and all kinds of loans» 

At the present time the loan rate to the farmer is five per cent, and foy;. 
fifths of this is absorbed as operating differential by the Associations ang 


the Intermediate Credit Banks. There is no evidence, however, that such 
a margin is excessive. In the Southeast, where the individual loan is smajj 
and expensive to close and the risk is considerable, an operating margin of 


four per cent of the loan is probably too narrow to be self-sustaining. Loan 
rates in this area have ranged from 10 to 30 per cent in recent years, and 
rather than reflecting usurious extortion they have principally reflected 
the cost of doing business on a small scale with small borrowers who jn 
turn had a relatively small equity in a risky agricultural enterprise. 

The difficulty with the four per cent margin (or any such uniform mar. 
gin) is not so much its absolute width as the unlikelihood of its being well 
adjusted to conditions in different parts of the country. This applies par: 
ticularly to the part of the margin retained by the Associations.2® Where 
the loans are small and costly and the risk factor large, the Associations 
are in danger of being unable to build up adequate reserves. A year of 
heavy losses under such circumstances means capital impairment and pos- 
sibly insolvency. But there are also problems in areas where reasonably 
secure loans can be made at a moderate cost. Should money market conditions 
of the twenties return, then the rate on debentures plus the 4 per cent mar 
gin would necessitate a rate to the borrower of from 7 to 8 per cent, and 
on occasion even more. In many areas this is higher than the rates charged 
in the past by the country banks. Either the 3 per cent margin is more than 
the Association needs for operating purposes or it is not. If there is a sur- 
plus, then the Association will be able to return a major part of it to the 
borrower®® as a dividend; and this dividend will be in proportion to his bor- 
rowing. However, a difficult job of “selling” is involved here if the 
farmer is to be restrained from borrowing at the lowest spot rate. In the 
event that the production credit system requires the entire 4 per cent oper- 
ating margin, then under conditions obtaining during the twenties it will 
clearly have a difficult task in competing with the country bank. 

It is the problem of unduly low interest rates in high cost areas which 
is undoubtedly the most troublesome at the present time. It is also, in all 
probability, impossible for a publicly sponsored agency to meet this problem 


* As noted above, this ne per cent for the Intermediate Credit Bank and three per 
cent for the Association. The margin of the Intermediate Credit Bank is defined by statute 
(U.S.C., ch. 7, Title 12, 1051). The margin allowed the Associations is at the discretion 
of the governor of the Farm Credit Administration and apparently it could legally be varied 
as between different parts of the country (U.S.C., ch. 7, Title 12, 1052). For reasons 
mentioned elsewhere, s tion would be inexpedient at the present time. 

* A question also arises to whether the Intermediate Credit Banks will find a one 
per cent margin sufficient ver the costs of rediscounting for the Associations. 


* Not all, however, for the Class A stock shares in the dividend. 


1936] 
squat 
risk. 
at leas 
A pul 
confo 
Ho 
accon 
tain 
Speci 
years 
ducti 
chars 
It 
the 
sy ste 
the 
cou 
Muc 
priv 
agri 
the 
mit 
ind 
tio 
Un 
im 
ot 
tat 
be 
vi 
pt 
In 
a 
01 


1936] Production Credit System of 1933 247 


squarely by charging differentially higher interest to cover higher cost and 
isk. To do so would invite severe criticism from the areas concerned—or 
tleast from their political spokesmen—and perhaps restraining legislation. 
A publicly sponsored agency is also in the peculiar position of having to 
conform to the usury laws. 

However, the difficulty is not insuperable. Something can and is being 
accomplished in the high-cost areas by assessing directly against loans cer- 
tain of the special costs of inspection and collection which they involve. 
Special charges, payable into an insurance or reserve fund held against bad 
years, are also a possibility. It may be expected that as time elapses the pro- 
duction credit system will come to have well-developed schedules of such 
charges for use where necessary. 


Conclusion 


It might be considered the final task of a paper such as this to synthesize 
the various factors which bear upon the success of the production credit 
system into something like a single forecast of the future of the system and 
the changes it may be expected to bring to local country banking in this 
country. Such, however, would be a dangerous and possibly naive exercise. 
Much will naturally depend on what happens to country banking under 
private auspices; even more will depend on the course and permanence of 
agricultural and general recovery. Nor, for that matter, can the present 
problems of the system itself be taken as an index of similar difficulties in 
the future. One of the notable accomplishments of the Farm Credit Ad- 
ministration as a whole has been the building up of a personnel with the 
industry and ingenuity for handling the sort of problems that the produc- 
tion credit system has encountered and doubtless will continue to encounter. 
Under such circumstances difficulties which loom large today may be un- 
important tomorrow. 

Finally it is important to recall that we do not now know what is wanted 
of the system in the future. Upon this, and particularly upon the interpre- 
tation of what is wanted by those responsible for the production credit 
system in years to come, much will depend. During the twenties there can 
be little doubt that the intermediate credit system was dominated by the 
view that it should be as non-competitive as possible with private enter- 
prise. Under such circumstances little effort was made or could be expected 
in the way of bringing the system to play a commanding rdle in the pro- 
vision of agricultural credits. If the production credit system comes to hold 
a similar view, then the results are likely to be similar. If it grasps the 
warm end of the poker and competes vigorously with private enterprise, the 
outcome is likely to be quite different. 

J. K. GALBRAITH 
J. D. BLack 


Harvard University 
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DAVENPORT ON THE ECONOMICS OF ALFRED MARSHALL! 


(". . . verschiedene theoretische Betrachtungsweisen mit Riicksicht auf ihren formalen 
Charakter gegenseitig recht wenig zu sagen haben."—JosEF SCHUMPETER) 

The Economics of Alfred Marshall, by Davenport, suffers from (1) an erroncox 
method in the criticis f what is confessedly a formal technique of analysis and not 1 
body of knowledge, (2) lack of understanding of the practical intent and characteristic 
functional conceptualization of Marshall’s theory, (3) an inadequate appreciation by 
Davenport of the limitations of his own theory. The chapter on “Interest” is by far the 
most valuable, but suffers from lack of discrimination between the static and dynamic levels 
of analysis. Social radicals who are attracted to Davenport's criticism of classical economics 
are untrue to their « ices. That criticism finds its emphasis in the repudiation 
of the dualism of rent: i costs—a dualism which is predicated on the recognition of the 
phenomenon of economic exploitation, or, as Marshall puts it, the private receipt of Public 


value. 


Davenport’s criticism of Marshall’s Principles involves the condemnation 
of a pragmatically oriented theory of the particular equilibrium in the per: 
spective of a dogmatically entertained and inadequately apprehended theon 
of the general equilibrium. The result is not particularly fortunate. Daven- 
port’s critical effort, though grounded in much shrewd insight into the na- 
ture of business enterprise, is provocative of much heat and very little il. 
lumination. 

The misdirection of so much native acuteness and mental energy is 
largely due to the fact that Davenport’s procedure in criticism violates the 
canon enunciated many years ago by Josef Schumpeter? to the effect that be- 
cause of their formal character, the different orientations in economic theory 
cannot, respectively, furnish the criteria to judge of the validity of the other 
systems and of the concepts, propositions and methods of analyses associ- 
ated with them—that the meaning and significance of these systems, con- 
cepts and propositions, is to be discovered only in the light of the purposes’ 
for which they are intended. It is only then that the critic may proceed in 
earnest to apply the test of empirical reference. But because of the formal 
character of economic theory the test is not one of correspondence with em- 
pirical ‘‘reality’’ but of wsefu/mess in organizing that “reality.” That implies, 
of course, that conventional economic theory, the modern “principles” of 
economics, while not devoid of certain explicit or implicit postulates con- 


* The Economics of Alfred Marshall, by H. J. Davenport. (Ithaca: Cornell Univ. Press 
1935. Pp. 481. $4.) 


Professor Davenport's death prevented completion of the final revising and polish 
ing which was under way The book has been prepared for publication by a committee 
of the department of econ f Cornell University consisting of Paul T. Homan and 
M. Slade Kendrick, in collaboration with Margaret F. Milliken, formerly of the department 
of economics of Stanford University.” From the foreword, unsigned. An evaluation of the 
volume from the point of view of style, e.g., the repetitiousness which characterizes it, would 
need to take the above into consideration 


* Das Wesen und der Hauptinhalt der Theoretischen Nationalékonomie. Jena, 1910, p. 
325. 

* Professor Schumpeter’s pragmatism with respect to method does not proceed to the 
theorists’ social outlook; it stops short on the heuristic level. 
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cerning modern industrialism, represents in the main but the rational, i.e., 
jefnitional and conventional, aspects of a science of fact. Therein lies the 
«sentially formal character of economic theory. 

It is not necessary to enlarge on the formal character of the theory of the 
general equilibrium. When fully articulated, as with Cassel or Pareto,‘ it 
sa complicated definition of the meaning of price as an instrument for ap- 
portioning the scarce factors of production among the potentially unlimited 
«onomic demands. To be sure, there are needed the additional assumptions 
of an aggregate of individual structures of preference on the part of ulti- 
mate consumers and of technical coefficients of production. But the whole 
operates on the purely algebraic level. Inasmuch as there are no constants, 
no assigned values to any of the variables, the theory remains on the level 

of definition. 

That Davenport’s theory involves only an adumbration of the theory of 
the general equilibrium is evidenced by his consistent appeal to the “‘base- 
meni level,’’® 7.e., the scarce real factors of production, as constituting the 
ultimate ground for the determination of prices. This scarcity merely re- 
ceives its focus in entrepreneur cost.* Opportunity cost refers to the ranking 
resistances,” whether of the entrepreneur or of the consumer, but has for 

ts setting the total situation. When we say that Davenport’s is only an 
dumbrated form of the theory of the general equilibrium, we do not point 
to the limitations associated with a non-mathematical articulation of that 
theory but to his lack of recognition of its limitations, to his lack of apprecia- 
tion of the essential character of the conceptualization associated with it. The 
latter is evidenced by the circumstance that his appeal to the basement level 
runs consistently in terms of cause and effect.* His non-recognition of the 
fact that even the theory of the particular equilibrium rules out the con- 
ception of mechanical causality, also results in serious misconception of 
Marshall’s theory. It is responsible for his lack of recognition that, because 
of this functional® as opposed to the causal genetic approach, Marshall, 
along with Wieser and Walras, is one of the founders of modern theory*°— 
a circumstance which is provocative of much error when Marshall is criti- 
cized in one breath with his classical forerunners. 


‘For Pareto, the reference is to Economie Politique, since Davenport's theory is pri- 
marily analogous to the objective theories of the general equilibrium. With him the con- 
cept of marginal utility does not enter into the general view. 

"See pp. 122, 125-6, 227, 229-30, 254, 457. These and subsequent page citations have 
no pretensions to being exhaustive. 

‘Ultimate causes the enterpriser-cost analysis never discloses. These belong to a dif- 
ent level, a level not contradictory of the enterpriser-cost analysis but supplementary to it 
and yee anatory of it.” P. 240. See also pp. 228, 241, 254. 

'P. 224. For opportunity cost, see also pp. 28, 115, 218-20, 328-30, 378. 

"See supra, citations regarding basement level. 

In the mathematical sense. 

Cf., Schumpeter, Wesen und Hauptinhalt, p. 139. 
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This functional conceptualization contributes to the highly flexible char. 
acter of Marshall's theory, makes it both less dogmatic and more generally 
applicable. It renders it, however, particularly susceptible of misinterprety. 
tion from the point of view of a dogmatism which does not reckon with the 
difference between a relational and a substantive concept, which conceives the 
meaning of economic concepts to reside exclusively in their material refer. 
ence rather than in the réle they play in the definition of a theoretical system 
composed of reciprocally determining magnitudes. In Marshall's theory of 
equilibrium we have not one such system but four of them, and the materia] 
reference of the elements of these varies with the assumptions appropriate 
to each type of equilibrium. The application of the theory depends on the 
character of the concrete problem. It is not until we come to the application 
that the material reference becomes entirely definite as well as historically 
specific. 

It must be recognized that Marshall does not sufficiently emphasize the 
abstract nature of his theory. His own students and disciples have been fore. 
most in the recognition of that.** That implies that, in the absence of expert 
instruction, the volume has a definite shortcoming as an undergraduate text- 
book. But to his fellow economists who take the trouble to read the Prin. 
ciples carefully the formal nature of Marshall's concepts, as well as the ar- 
tificial reference of the analysis, should be clear. It should suffice if we 
point to but a few of his statements which are of general application. 

With respect to the whole of his equilibrium analysis as developed in 
Book V he says, “It aims not so much at the attainment of knowledge, as at 


the power to obtain and and arrange knowledge with regard to two opposing 
sets of forces, those which impel man to economic efforts and sacrifices, and 
those which hold him back.’’** Likewise, in his appendix on The Scope and 
Method of Economics he indicates as follows the rdle of the analyses and 
deductions of economic theory in concrete economic analysis: “. . . only by 

™ See J. M. Keynes, Tr n Money, vol. 2, p. 406. We hazard the guess that the fol 
lowing by Joan Robin [he Economics of Imperfect Competition (Macmillan, London, 
1933, p. 2) is not wit plication on the author's part with respect to Marshall. “But 
the fact that economists often fail to state their assumptions with the necessary precision must 
not be attributed to dup! t to a mistaken modesty. The analytical economist (although 
his manners usually cos the fact) is conscious, in the presence of the practical man, 
of an agonising sense of And when he tries to work on some fresh problem, and 
sets about to write out the assumptions which are necessary to make it soluble, he cannot 
help imagining what the cking comments of the practical man would be if his eye hap- 
pened to fall on that list of mptions. He is subject then to a strong temptation either 
to include in his list assumptions which bring the problem close to the real problems, but 
which make it quite insolu by the technique at his command, or to confine the problem 
within the limits which make it soluble but to hide the assumptions which bound it (if he 
is too honest to omit them altogether) in a dusty corner of the footnotes where he hopes 0 
one will notice them 

2P. 323 of the Prin t Economics, 8th ed., 1920. Reprinted 1922, 1925, 1927. 
Davenport's reference is to the same edition. 
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their aid can he [the economist] select the right facts, group them rightly, 
ind make them serviceable for suggestions in thought and guidance in 
practice. . . ."** Possibly even more illuminating are the implications to be 
derived from the remarks he makes in the same appendix with respect to 
Ricardo: “. . . when attention is paid not to the principles which are em- 
bodied in his method of working, but to particular conclusions which he 
reaches; when these are converted into dogmas and applied crudely to the 
conditions of times or places other than his own, then no doubt they are 
almost unmixed evils... . But modern economists distilling his crude ex- 
pressions; extracting their essence, and adding to it; rejecting dogmas, but 
developing principles of analysis and reasoning, . . .’** It is surely not 
without significance for the tentative and formal character of his theory of 
long-run normal price that on page 348, in an exposition which closes with 
page 722, he states, ‘The remainder of the present volume will be chiefly 
occupied with interpreting and limiting this doctrine that the value of a 
thing tends in the long run to correspond to its cost of production.” 

A predominantly polemical intent will no doubt discover statements in 
Marshall which seem to run contrary to the foregoing interpretation. The 
misleading phraseology, we suspect, derives from the circumstance that 
Marshall never explicitly worked through to a whole-hearted recognition 
of the fundamental difference between mental and material isolation in the 
business of scientific activity, but that does not prevent him, among other 
things, from distinguishing between the stationary state and modern indus- 
trialism."® 

As has already been intimated, it is not merely Marshall whom Davenport: 
is criticizing in the volume before us, but the whole classical tradition from 
Adam Smith through John Stuart Mill, and inclusive of its consummation in 
Alfred Marshall's Principles, This tradition is conceived to have been char- 
acterized by a central preoccupation, to wit, the demonstration that prices are 
proportional to the discomforts and satisfactions associated, respectively, 
with production and consumption, and that the price of each economic good 
represents the equating of real costs and satisfactions. The latter being the 
case, it was feasible for the classical economists from Adam Smith to J. S. 
Mill to exercise their sense of relative importance and emphasize the rela- 

773. 

“P. 777. 

“The general tenor of the work can, of course, not be discovered entirely in his specific 
statements on method; for the latter, however, see also Principles, pp. vi-ix, 37, 53, 366, 
579-80, 457, 459, 461, 535, 769. Davenport does not focus his criticism on either Marshall's 
inadequate recognition of the pervasiveness of monopoly or on the misleading consequences 
of his typical assumption of full employment of resources. Marshall takes care of the 
latter, but only in a footnote reply to Hobson (pp. 409-10). This footnote contains the 
implicit admission that his Principles provide, in the main, a technique of analysis adapted 


merely to the investigation of the consequences of what happens when nothing of much 
consequence happens. 
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tion of prices to real costs through money costs. While he makes explicit 
what was merely implicit in the classical scheme with respect to both the 
objective and subjective aspects of demand, Marshall still retains the cog 
of production emphasis. The inadequacy of the cost of production doctrine 
for the explanation of the prices of non-reproducible goods required the 
introduction by Ricardo of the fatal classical dichotomy between price. 
determined and price-determining values of instrumental goods. In view 
of the conspicuous fact that to the great bulk of farmers, the rent of land 
was a cost in no essential different from other costs, it was necessary to resort 
to the procedure of ‘marginal isolation,’’** it was necessary to discover the 
determination of the price of corn on the no rent land by resort to the no 
rent margin, and to derive from that the conception of rent as a producer's 
surplus as opposed to cost. Not content with the burden of the doctrinal 
legacy of real cost, rent and marginal isolation, Marshall extends the prin- 
ciple of marginal isolation to the subjective aspects behind demand and, for 
the short run, extends the doctrine of producer’s surplus to the income 
associated with the durable factors of production. These extensions are also 
conceived to be motivated by the necessity for “saving” the real cost doctrine. 
While it is undoubtedly true that the impulse to system-making and the 
doctrinal necessities associated with it constitute factors in the forging of 
theory, in the field of social theory conceptual systematic tidiness is of para- 
mount importance only with the epigoni, the followers as distinguished from 
the creators of a new tradition. Particularly does Davenport’s emphasis, to 
the exclusion of practical motivation and obviously relevant historical cir- 
cumstances, appear untenable in view of the conspicuous fact that the found- 
ers of classical political economy, Adam Smith, Ricardo, and Malthus, were 
passionate reformers, and that Marshall’s scientific activity was obviously 
dominated by his practical impulses to reform. 

Precisely, it may be urged in defense of Davenport’s position, in so far 
as there is a practical animus behind the real cost theory, it is the impulse to 
whitewash the iniquities of modern industrialism. If there be a social im- 
pulse behind Davenport’s theorizing and criticism of classical and neoclassi- 
cal theory, it is apparently here that we must look for it. It is possibly here 
that we must discover the practical basis for his insistence that economic 
theory must operate solely in atomistic, acquisitive, price terms, the basis 
for his objection to economic theory as a calculus of welfare. It is undeniably 
these social implications of his theoretical and critical orientation that com- 
mend Davenport to many who are critical of the classical and neoclassical 
theory. Then again, the emphasis on the acquisitive may be merely a con- 
tagion superficially assimilated during Davenport’s association with Thor- 
stein Veblen. In any event, the social animus was not sufficiently powerful to 


** Davenport's term. See p. 10. “The marginal isolation principle, the instrument 0! 
marginal reference.” 
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evoke a theory of economic exploitation after the manner of Karl Marx, a 
theory of monopoly or “monopolistic competition,” or a theory of “business 
aterprise” after the manner of Thorstein Veblen. 

But, it will be argued, Davenport's 7s a theory of business enterprise. The 
answer is, not of corporate business enterprise pervaded by monopoly and 

jlitically extended privilege and dominated by finance. Davenport's Eco- 

nomics of Enterprise, as well as the point of departure for his criticism of 
Marshall, is a theory of the pricing process under the premise of competition. 
It is not because in his Principles he gives us a theory of competition that 
Davenport criticizes Marshall, but because it is from his point of view an 
unsatisfactory theory of competition. And the burden of Davenport's con- 
demnation is directed precisely at those aspects of the Marshallian system 
which point to material circumstances which, even under the institutional 
premise of competition, make for rigidities and consequent lack of reciprocal 
adjustments in the economy. It is this ethically grounded and pragmatically 
orieuted preoccupation with the non-responsiveness in the supply of land 
to increase in price resulting from increase in demand that constitutes the 
main target of Davenport's attack. Our respect for his social animus, our de- 
light in his rhetorical asides anent ‘‘predation’’ and “parasitism’’ makes all 
the more regrettable Davenport's repudiation of the integration into the body 
of economic theory of concepts which help to discriminate ‘‘parasitic” in- 
come, the private acquisition of “public value’’ (the last is Marshall’s term), 
from earned income. 

Apparently the fact that the classical dichotomy of rents and costs was 
associated with Ricardo’s position that the interest of the landlords was 
opposed to the interest of the rest of society, as well as with James Mill's and 
].S. Mill’s proposals for the nationalization of land, should commend it to 
social radicals who seek in theory a guide to the phenomenon of exploitation. 
In Marshall this dualism of costs and rents constitutes the fulcrum for his 
theory of the productivity of high wages, which posits an immediate and 
cumulative positive correlation between high wages and the supply of units of 
labor efficiency as compared with the absence of response ‘(in old countries)” 
in the supply of land, and the very gradual response in the total supply 
of capital. We are not raising at present the issue of the validity of either the 
Ricardian or Marshallian doctrine. We are questioning rather the allegiance 
of social radicals to the Davenportian type of criticism of the classical tradi- 
tion. Within the premises of a theory of competition, the burden of criticism 
on the part of consistent and theoretically acute social radicals should rather 
be that with Marshall, the formal notion of producer’s surplus, of surplus 
value, is limited to income from capital invested in land and is not extended to 
capital in general. They may well urge that Marshall is guilty of an antiquated 
emphasis when with Ricardo he still conceives that ‘‘the line of division 
between the tenant’s and the landlord’s share coincides with the deepest and 
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the most important line of cleavage in economic theory.’’!” To Keynes's state 
ment that Marshall is too anxious to do good, they may well add that he 
too anxious to do little good. 

“Natura non facit saltum.” The inscription ‘Nature makes no leap’ 
on the title page of Marshall’s Principles is dedicated to his conception of 
social change from both the positive and normative points of view, and ¢. 
presses as well the principle of continuity which dominates his conceptualiz: 
tion. Ignoring the circumstance, as possibly irrelevant, that quantum 
mechanics and the Russian revolution have discredited his postulate in the 
realm of both natural and social phenomena, it is possible that over-addiction 
to the principle of continuity betrayed Marshall even on the level of theo- 
retical formulation—in such matters, for instance, as the extension of the 
long-run equilibrium to the supply of labor. But even here it may well be thi 
the reform impulse most probably cast the deciding vote. We have reference 
to his theory of the productivity of high wages, his theory of the conversion, 
with time, of wage surpluses into costs. This theory, it should be noted, js 
associated for Marshall with an empirical circumstance ‘‘which is mote full of 
hope for the future of the human race than any other that is known to us,”" 
What is of more interest in the present connection is the fact that “natun 
non facit saltum’”’ is the key to Marshall’s position as a reformer—and as 
theorist. He is not concerned with the type of theoretical analysis that would 
help to organize facts and hypotheses in the comparison, say, of capitalist with 
collectivist society. His theory is definitely dedicated to cautious reform 
within the premises of private capitalism. 

But even on the level of formal theory, to operate with waiting as a real cost 
codrdinate with the discomfort of labor is to assume a burden of apologetics 
for capitalism which goes beyond the needs of a theory dedicated to gradual 
reform. In doing so he departs from the doctrines of the great founders of 
the classical tradition, Adam Smith and Ricardo. It may be urged, in the fore: 
going connection, that it is precisely the merit of Davenport's position that 
he condemns Marshall's distinction between ‘‘land capital’’ and ‘equipment 
capital.” Davenport's lack of sensitiveness to the difference in the matter of 
real costs between Adam Smith and Ricardo, on the one hand, and the 
classical economists beginning with Senior and inclusive of Marshall, on the 
other hand,*° is, however, symptomatic of his preoccupation with the “doc 
trinal necessities’’ associated with the alleged classical determination to dem- 

Principles, p. 

*P. 510. 

=F. 502 

See, moreover, the f wing in Davenport, p. 210, with respect to Marshall's theory 
of interest. ‘For capit taker be merely stored-up labor or stored-up wage investment, 
and interest merely indirect wages—plus, no doubt, a time charge. If, then, interest 1s 00 


a price-determining cost, wages can not be.” The time charge is, of course, of the very 
essence of the matter. See also p. 261 
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oastrate proportionality of prices and real costs. In his positive formulation, 
moreover, Davenport evinces a dogmatic and exclusive allegiance to the type 
of theory which cannot possibly disclose the distinction between earned and 
ynearned income. For in the static theory of general equilibrium, all the 
{tors of production are on the same footing; they are all given and invari- 
ible, and there can be no question of fundamental difference in the character 
of their response to price. 

There is another fundamental difference between Ricardo’s and Marshall's 
theory which is more germane to Davenport's criticism of Marshall. Where 
it is a matter with Marshall merely of defining the equilibrium, as distin- 
guished from describing the long-run adjustment to a disturbance in the 
primary data (a distinction which Davenport does not apprehend) the 
S csatie al position of the various factors of production is identical, their 
values are equal, respectively, to their net contributions at the margin. For 
Marshall is a modern theorist, in that he converts the differential method of 
the Ricardian theory of rent into a general technique for the formal solution 
of the values of all the factors of production. Moreover, he repeatedly points 
out that the margin and, in consequence, the marginal net products are them- 
selves equally unknowns along with the supplies of the factors and the values 
of the factors which the marginal productivities are supposed to ‘‘de- 
termine.” That is the gravamen of Marshall’s preference for ‘‘govern’’ as 
opposed to ‘‘determine’’—a preference which Davenport conceives to involve 
1 distinction without a difference. But it is a distinction which should be 
acceptable to Davenport, since it implies an appeal to ‘‘the general conditions 
of supply and demand,”** i.e., the general equilibrium, as conditioning 
the character of the schedules of supply and demand. The latter represent 
primary data for Marshall only within the scope of the particular equilibrium. 

If under the assumption of equilibrium the theoretical position of all the 
factors of production is identical, what, then, becomes of the fatal classical 
dichotomy between rents and costs? Davenport conceives it to be repeatedly 
invoked by Marshall in terms of an ethical discrimination, on grounds of 
origin, between rent on the one hand and interest and wages on the other 
hand, between incomes in the form of producers’ surpluses and incomes 
which correspond to real costs. But “bygones are bygones’ for Marshall, 
even as they are for Davenport. Since it is pragmatically oriented, the Mar- 
shallian conceptualization is forward looking. Naturally, hindsight is an 
important element in the prospective outlook of the economic agents. At 
times, in Marshall’s exposition, reference to this hindsight takes on the 
appearance of a genetic regress. Davenport recurrently adverts to the for- 
ward-looking character of Marshall's concepts but does not integrate this 
fecognition into his fundamental scheme of interpretation. The recognition 


~ See in particular Principles, pp. 360, 403. 
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remains sporadic. That makes it possible for him to recur to the thesis whic, 
enlarges on the abomination of price as a measure of total real cost. A cop. 
sistent recognition of the prospective orientation of Marshall’s CONcepts 
would have led Davenport to the recognition that Marshall is not concerned 
with genetically oriented summations but with increraents of sacrifice and 
satisfaction resulting from prospective changes in the economic situation, 

It is for that reason that the Ricardian distinction between land and the 
other agents of production is invoked by Marshall with respect to Prospective 
long-run adjustments. The increased demand for land tends to result in the 
emergence of increments of “public value,” which involves the engrossing 
of a larger share of the national income by the landlords without any contri- 
bution to the size of the aggregate. As has been indicated, it is quite otherwise 
with the other factors, particularly labor.” 

Davenport's criticism of Marshall's vacillation between quantities and 
schedules?® is founded on his lack of discrimination between the definition 
of a concept and its application in economic analysis, whether concrete or 
on the hypothetical level. A discussion of his objection to Marshall's treat- 
ment of marginal utility in terms of quantity rather than ratio** would lead 
us too far afield into the subtleties of subjective theory. For the present pur- 
poses, it is needless to enter upon this discussion, since Marshall explicitly 
recognizes that marginal utility is not a meaningful concept in the realm of 
the inter-individual, and it is in that connection that Davenport lays stress on 
Marshall’s alleged misconception. He does operate with it in relation to the 
super-individual, with respect to problems which abstract from class and 
individual differences. The super-individual is confessedly a fiction—the 
type of fiction which is implicitly invoked whenever in such practical dis- 
ciplines as applied jurisprudence,*”* and in our practical activities generally, 
we operate with the assumption of homogeneity in the social groups and 
communities toward which our activity is directed. There is room for con- 
siderable criticism of a Principles of Economics which, predicating its scien- 
tific pretensions with reference to its ultimate subjective level of explanation 
on the presence of a money measure, can only sustain these pretensions by 
abstracting from the difficulties presented by gross economic inequality. But 
the issue is not one of logical confusion between ratios and quantities.” 

Davenport’s impatience with Marshall’s representative firm is deserving 


“In addition to Ma \'s illuminating analogy of meteoric stones, pp. 415-22, see PP 
170, 433-39 and 535 particularly the last. 

** See Davenport, pp. 58-68, 267, 355-57, 463-65. 

** See Davenport, chs. 3 and 4 and pp. 121, 390. 

** Legal fictions, of course, go far beyond the type of fiction referred to here. 

* By far the greater number of the events with which economics deals affect in about 
equal proportions all the different classes of society; so that if the money measures of the 
happiness caused by tw ents are equal, it is reasonable and in accordance with common 
usage to regard the ts of the happiness in the two cases as equivalent.” Principle 


p. 20. 
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of sympathy. The representative firm should, nevertheless, be recognized for 
what it is—an instrument for simplifying the exposition of the nature of 
equilibrium within an industry by providing specific reference to the cost 
aliculations associated with the supply schedule. It would have been better 
sot to introduce the representative firm before the student has assimilated an 
sdumbration of the meaning of equilibrium in terms of direct reference to 
inter-firm relationships as well as to the status of the individual firms, respec- 
ively, in relation to the industry as a whole. By itself, the detection of the 
equilibrium in the industry by means of the observation of an equilibrium 
frm smacks too much of theoretical crystal-gazing, calculated to divulge 
mysteries but to explain very little to the uninitiated. The foregoing criticism 
«incides in but small part with Davenport’s condemnation of the device of 
the representative firm. His criticism operates largely in terms of his identifi- 
cation of representative with normal. 

We find Davenport's position on the interest of capital, developed in the 
concluding chapter of the volume, preferable to that of Marshall. His 
statement that ‘‘to introduce, then, into the problem of a deferred money 
outlay in the choice of alternative things the third factor of an independent 
indisposition to wait is a delirium of terminology,”’*’ is to be admired not 
only for the felicity of the rhetoric but for the common sense on which it is 
predicated. Davenport has always been at his best on the theory of interest. 
As criticism, however, the chapter suffers from lack of discrimination be- 
tween the static and the dynamic levels of analysis. Such discrimination might 
have discovered for Davenport that interest “has really no business to turn up 
in Marshall’s Principles of Economics—it belongs to another branch of the 
subject.” 

LEO ROGIN 

University of California 


* J. M. Keynes, The General Theory of Employment, Interest and Money (New York, 
Harcourt Brace, 1936), p. 189. 


BASE AND THE DEPRECIATION BASE 
RECENT PUBLIC UTILITY CASES 


In United Railv West (1930) the United States Supreme Court held: “It js the 
settled rule of tl that the rate base is present value, and it would be whol 
illogical to adopt a t rule for depreciation.’’ Three justices dissented. The Mar 
land Public Service ( sion in 1933, under conditions of depressed prices, applied th 
Court's doctrine to t peake and ao Telephone Company, ordering a reduction 
of rates. The Com ; overruled in May, 1934, by the District Court and in June 
1935, by the Supre but by the latter upon grounds not involving the problen 
of the depreciation the author’s opinion that, if this issue had been considered 
the Supreme Court v een logically compelled not to uphold the Commission with 
respect thereto; fos r v. Illinois Bell Telephone Company (April, 1934) the 
Supreme Court had t lepreciation doctrine of United Railways ». West. |; 
is his opinion that taken in the Lindheimer case is sound and that depreciation 
charges should be | regardless of price movements. 

The Supreme Court of the United States in its decision in 1930 of the 
Baltimore Street Railways case’ began the writing of a special chapter in 
the history of publ tility regulation in the United States. The Public 
Service Commission of Maryland had taken the position that depreciation 
expense charges should be based upon the cost of the depreciating plant 
assets. The United Railways and Electric Company of Baltimore had con- 
tended that such charges should be computed upon “present value.” The 
case, brought to the Supreme Court on cross appeals from the Maryland 
Court of Appeals, had had its origin in 1927. Its events had transpired in 
a period of prosperity. It was in general typical of the rate cases of many 
years previous, in that ‘‘present value’’ was higher than either “cost” or 
“prudent investment it controversy in this case did not center in the 
theoretical problem of the rate base itself. Justice Sutherland, who wrote 
the majority opi the Court, was not disputed when he said: “It is 
the settled rule of t uurt that the rate base is present value...” He 
was disputed when he added: “‘and it would be wholly illogical to adopt a 
different rule for depreciation.”* Three members of the Court, Justices 
Holmes, Brandeis and Stone, dissented.’ 


The depreciation question at issue in this case is an important one. The 
net income which the law says must constitute a “fair return” on the rate 
base is found by a nting processes. From gross revenues are deducted 
expenses, of which some emerge through “‘over-the-counter”’ operations 
of such a sort that there is relatively little basis for dispute as to the correct- 
ness of their computation. Of depreciation, which must also be deducted 


Company of Baltimore v. West, Chairman, ef 


Justice Brandeis pinion was concurred in by Justice Holmes, but without 
comment. Justice St lly in Justice Brandeis’s dissent, but added remarks 
of his own 
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1 reduce gross revenues to net income, this is not true. The value of plant 
jssets does not disappear “over the counter” in operations of purchase and 
ale between the accounting enterprise and those with whom it transacts 
business. It is true that the amount of first investment in plant directly or 
adirectly involves contractual arrangements of buying and selling; but the 
jisappearance of the plant, in the value sense, is a matter of judgment so 
far as concerns its apportionment to successive fiscal periods. 

In strictly private enterprise the computation of depreciation expense 
charges each year is a function of management. In a public utility enterprise 
this managerial function is supervised and regulated by a public commission 
in a situation which is safeguarded by the due process clause of the Con- 
stitution. Assuming the simplest possible system of depreciation account- 
ing—the use of the so-called “‘straight-line’” method of computation—the 
larger the total sum to be charged off the books as depreciation, during the 
service life of the plant assets, the larger ceteris paribus the annual de- 
preciation expense charge; the smaller the total estimated depreciation, the 
smaller the annual expense charge. The decision of the majority of the 
Supreme Court in United Railways and Electric Company v. West tied the 
depreciation base, and hence the amount of the periodic depreciation charge, 
to the rate base. If the rate base, which is held to be present value, is higher 
than either cost or prudent investment, then, according to the majority of 
the Court, the depreciation base must be higher than it would be if plant 
were depreciated on a cost basis. For rate control purposes depreciation 
expense computations, at whatever service-life estimates are used, must 
be based on figures larger than cost. This is the situation during or at the 
end of a period of rising prices. Conversely, if the rate base is, during or 
at the end of a period of falling prices, lower than cost or prudent invest- 
ment, according to the majority of the Court, the depreciating plant assets 
must be treated as written off for rate control purposes through deprecia- 
tion charges which are based on figures lower than cost. 

According to the majority of the Court in the Baltimore Street Railways 
case, if the cold logic of the announced principle is followed to its conclu- 
sion, when prices are rising the concept of total depreciation expense con- 
nected with the use of any given plant assets may, if the rise of prices is 
sufficiently long continued, be so expanded as to include not merely the 
disappearance of the stockholders’ investment in these assets, but the res- 
ervation of additional values for expansion of plant investment. Con- 
versely, when prices are falling the disappearance of part of the value of 
certain plant assets, which have become capable of replacement at lower 
Prices, is not accounted for as expense. The stockholders must, if public 
policy is consistent, refrain from recovering these lost values from the 
consumers of the utility’s services. It is not surprising that, both within the 
Court and without, such a doctrine should be seriously questioned. 
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Justice Sutherland's statement of the majority position in this matter ; 
found in one paragraph near the end of the decision. It reads: 


The allowance for annual depreciation made by the Commission was based 
upon cost. The Court of Appeals held that this was erroneous and that it should 
have been based upon present value. The Court’s view of this was plainly right. 
One of the items of expense to be ascertained and deducted is the amount 
necessary to restore property worn out or impaired, so as continuously to maintain 
it as nearly as practicable at the same level of efficiency for the public service 
The amount set aside periodically for this purpose is the so-called depreciation 
allowance. Manifestly is allowance cannot be limited by the original cost 
because, if values have advanced, the allowance is not sufficient to maintain the 
level of efficiency. The utility is ‘entitled to see that from earnings the value 
of the property invested is kept unimpaired, so that at the end of any given 
term of years the original investment remains as it was at the beginning.” 
Knoxville ». Water Co 12 U. S. 1, 13-14. This naturally calls for expendi- 
tures equal to the cost of the worn-out equipment at the time of replacement: 
and this, for all practical purposes, means present value. It ts the settled rule 
of this Court that the rate base is present value, and it would be wholly illogical 
to adopt a different rule for depreciation. As the Supreme Court of Michigan, 
in Utilities Commission v. Telephone Co., 228 Mich. 658, 666, has aptly said: 
"If the rate base i esent fair value, then the depreciation base as to de. 
preciable property is the same thing.* There is no principle to sustain a holding 
that a utility may earn on the present fair value of its property devoted to public 
service, but that it must accept and the public must pay depreciation on book 
cost or investment cost regardless of present fair value. We repeat, the purpose 
of permitting a depreciation charge is to compensate the utility for property con- 
sumed in service, and the duty of the Commission, guided by experience in rate 
making, is to spread this charge fairly over the years of the life of the property.” 
And see S. W. Tel. Co. v. Pub. Serv. Comm., 262 U. S. 276, 288; Georgia Ry 
v. R.R. Comm., 262 U.S 5, 633 

It would be improper to read this passage as though it were intended to 
be an exposition of the theory of depreciation accounting in the field of 
public utility operation and regulation. Its brevity and the very considerable 
extent to which reliance is placed upon the citation of authority forbid 
that. There is in it a suspicion of confusion between depreciation, which is 
an economic concept relating to value, and deterioration, which is an engi- 
neering concept relating to efficiency. There is no system of accounting 
which in itself can maintain or restore efficiency. The quotation from the 
Knoxville case (1909) is unfortunate. It does not support the proposition 
that depreciation charges should not be calculated on the basis of cost; it 
combats it. It is difficult to understand how, even for practical purposes, the 
“original investment’ of the passage from the Knoxville decision “means 
present value.”* There is nothing in the quotation from the Michigan 

* Italics are by the p 

* 280 U. S. 234, 25 

* There is, however passage in the Knoxville decision which approaches more closely 


than the one quoted by h Sutherland the “present value” idea of the depreciation base 
The Court said: “Bef ig to the question of profit at all the company is entitled 
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ourt to indicate that “‘property consumed in service” means “‘present value 
of property consumed in service.’’ At the place cited in the Southwestern 
Bell Telephone Company case (1923) the Court simply emphasized the 
aecessity of making “‘an honest and intelligent forecast of probable future 
values,” and indicated that such a forecast might not be “wholly disre- 
orded.” The cited passage in Georgia Ry. & R. R. Comm. (1923), while 
aot convincing, is more definitely pertinent. The Court there said: “The 
amount of the depreciation charge is also objected to on the ground that 
the percentage should have been figured on a larger value. This objection 
depends upon the value to be placed upon the physical property... . °" 

It is our opinion, given with due respect to the Court, that the assertion 
in United Railways and Electric Company v. West, that it would be wholly 
illogical to adopt a depreciation base of a different type from the rate base, 
was inadequately supported by the reasoning presented in the text of the 
decision. 

From this position of the majority Justice Brandeis dissented vigorously 
and at length. His opinion, in which Justice Holmes concurred, gives evi- 
dence of careful study of the history, theory and procedure of depreciation 
accounting, its use in both private and regulated enterprises, and the past 
attitude of commissions, government bureaus, and the courts toward the 
specific problem of the proper base upon which depreciation charges should 
be computed. Justice Brandeis showed that as a matter of historical fact 
depreciation charges have been computed on a cost basis; that neither pres- 
ent value nor cost of replacement of depreciating plant units has ever met 
with general acceptance in theory or in practice.* 

It is particularly to be noted that at only one place does Justice Brandeis 
appear to tie together the rate base and the depreciation base. Here it is to 
show that if there is any circumstance under which injustice can result to a 
utility from the use of the cost base for depreciation charges, the injustice 
is suffered if the present value rate base is employed; and that even so the 
cause of the harm is not to be found in the method of calculation of the 
depreciation charges, but in the failure to employ a proper rate base. “If the 


to earn a sufficient sum annually to provide not only for current repairs but for making 
good the depreciation and replacing the parts of the property when they come to the end 
t their life.” (212 U. S. 1, 13.) Even this passage does not really support the Court's 
position in the Baltimore Street Railways case. What is asserted is the right of the com- 

ny to do two things: (1) make good the depreciation, and (2) replace parts that have 

n their full service. Granted, for the sake of the argument, that the right asserted 

both depreciation and replacement, depreciation charges and replacement costs are 

ndependent phenomena. According to particular price conditions and movements either 

y in a specific case involve an amount larger than the other. To assert that there is a 
right to replace parts out of earnings is not to assert that the replacement charge is a 
lepreciation charge. 

"262 U. S. 625, 633. 

See especially 280 U. S. 234, 260-1, 264. 
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railways should ever suffer injustice from adopting cost of plant as the 
basis for calculating the depreciation charge, it will be an unavoidab), 
incident of applying in valuation the rule of Smyth v. Ames.”® But this js 
not to admit that the nature of depreciation and procedure in its recording 
must, or even can, be altered to fit a concept of “fair value” which Justice 
Btandeis has not accepted as valid. Justice Brandeis’s insistence upon the 
cost basis of computing depreciation charges does not rest upon the fact 
that he has not accepted as valid the “present value” rate base. 

Justice Stone in his separate dissenting opinion expressed his agreement 
with Justice Brandeis’s discussion of the depreciation problem, but he 
added a supplementary discussion. He was not troubled by the implications 
which the old case of Smyth v. Ames might present.’® To him the question 
of how much should be periodically carried to depreciation reserve was 2 
question of fact, not of law; one not to be answered by a priori reasoning” 
Experience, “tempered by the consideration of such special or unusual 
facts and circumstances as would tend to modify the results of experience,’ 
should be our guide.’ He was willing to accept experience, the studies of 
experts, and the resulting “‘universally accepted practice of accountants and 
business economists His argument was pragmatic, rather than theoreti- 
cal. It is clear that he did not consider that the acceptance of the present 
value rate base logically compels the acceptance of the present value de- 
preciation base. 

The Court’s decision in United Railways and Electric Company v. West 
produced among members of public utility commissions a variety of reac 
tions: openly expressed refusal to accept as sound the new doctrine about 
the rate base and the depreciation base, openly expressed regret for the 
announcement of the doctrine coupled with an admission of the necessity 
for compliance with it until such time as it might be reversed or modified, 
and the profession of acceptance of the doctrine coupled with a vigorous 
application of it under circumstances quite different from those attending 
the Baltimore Street Railways case of 1930. 

Let us consider first a case of outright non-acceptance of the validity of 
the new doctrine. On November 1, 1932, the New York Public Service 
Commission rendered its decision in its case No. 6364, Re Yonkers Rail- 
road Company, a rate case involving problems arising from the price 
movements of the pre-1929 period.’* That is to say, present value in the 
sense of cost of replacement was in excess of original cost. Whether de- 
preciation should be computed on the basis of original cost or on that of 

"280 U. S. 234, 2 

Ibid., 289. 

Idem. 

Ibid., 290. 

Idem. 

* P.U.R. 1933B, 61 
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production cost affected in substantial amount the computation of ex- 
seqses and net income. The Commissioners were not unanimous in their 


pee 


views. Mr. Milo R. Maltbie, chairman, wrote the majority opinion, from 
which the following is an excerpt: 


Particular attention should be called to the fact that the amounts to which 
the percentages { representing depreciation rates} are applied represent the original 
<ost of the property and not its reproduction cost. Commissioner Van Namee 
shows the results upon both bases, . . . but finally adopts a figure found by apply- 
ing percentages to the reproduction cost, holding that he is required so to do by 
the decision in the Baltimore Street Railway case... . 

| disagree completely with this method, notwithstanding what may have 
jen said by Mr. Justice Sutherland of the United States Supreme Court in the case 
cited. To determine value upon the basis of reproduction cost and then to deter- 
mine operating expenses upon the basis that such _——— cost shall be 
amortized during the life of the property, is a most unfair and unjust method.'® 


The second type of reaction to the holding of the majority of the Court in 
the Baltimore Street Railways case is represented by the minority opinion 
of Commissioner Van Namee in the Yonkers case and by that of the mem- 
bers and staff of the Public Service Commission of Wisconsin. In the 
Yonkers case Commissioner Van Namee said: 


It is true that the practice upheld by the majority opinion [in United Railways 
and Electric Co. v. West} is opposed to our own [New York} Uniform System 
of Accounts, which provides for the retirement of an article at its original cost 
and not at its cost at the time of retirement. It is also true that the accounting 
dificulties which would be encountered would seem to be unsurmountable unless 
that [there?| are annual adjustments of the account. For the purposes of this 
case | have figured the annual accruals under both methods. I, personally, feel 
that until another and subsequent expression comes ge the United States 
Supreme Court, this Commission is bound to follow the method prescribed by 
the majority opinion in United R. & Electric Co. v. West, . . .”’'® 


In the same year (1932) the Wisconsin Public Service Commission, in Re 
Mondovi Telephone Company, said: 


The solution to the problem set out above [of computing annual depreciation 
expense} depends in the first instance, under depreciation accounting, upon 
the selection of a proper depreciation base. In United R. & Electric Co. v. West 
.. the United States Supreme Court had before it the question of a proper 
depreciation base. Under the circumstances of the case before the Court, a ma- 
jority of the Court apparently felt that the original cost of the property, if this 
did not represent fair present value, should not be used for the depreciation 
base. This seems to mean that present value—or cost of replacement in the case 
before the court—should be used in determining a depreciation base. The mean- 
ing of the Court is not altogether free from doubt. But if the interpretation stated 
above is correct, we do not agree. We believe that if the subject were properly 


“Ibid., 84-5. Italics are by the present writer. There then follows a clear exposition 


, the generally accepted theory of depreciation accounting. 
" [bid., 131-3. Italics are by the present writer. 
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value.” In the matter of the annual depreciation charge alone there was a 
jiscrepancy between the estimates of the Company and those of the Com- 

sion of approximately $800,000, which resulted partly from the use 
of different depreciation rates and partly from the use of different bases 
in the application of the rates. The straight-line method of computation 
was used by both parties.?? In order that the full force of the Commis- 
jion’s position on the depreciation-base phase of the case may be appre- 
dated, the exact wording of this part of the Commission’s order is here 
reproduced. 

The allowances for depreciation made by the Commission in this case are based on 
the present-day value of the property in accordance with the rulings of the Maryland 
Court of Appeals in the case of Public Service Commission v. United R. & Electric Co. 
158 Md. 572, P.U.R. 1928D, 141, 142 Atl. 870, and of the Supreme Court of the United 
States in case of United R. & Electric Co. v. West, 280 U. S. 234, 74 L. ed. 390, P.U.R. 


1930A, 225, 50 S. Ct. 123. Prior to the decisions in those cases it had been the practice 
‘the Commission to base depreciation allowances on cost. The Commission is aware 


» 1916, that in 1917 it was prescribed by the United States Fuel Administration and the 

War Ordnance Department, by the Aircraft Production Board in 1918, by the Federal 
er Commission in 1921, and that it has been ordered by the Interstate Commerce 
nission for telephone companies. 

In determining the amount of depreciation to be allowed in this case, while the 
Commission is aware that the rule which it formerly followed, and which was supported 
so strongly in the dissenting opinion of Mr. Justice Brandeis in the United Railways Case, 
s used by so many eminent agencies, it has no alternative but to base its finding upon 
sresent-day value in conformity with the rulings of the Court of Appeals and of the 
Supreme Court of the United States in the above-mentioned cases. 

In view of these decisions, so clearly set forth, the Commission has determined the 
telephone company’s allowance for depreciation in conformity with the lower values of 

lay precisely as it was required to adjust the allowance for the United Railways to 

n to the higher values of 1927. And if, as a result of this, the company finds 
elf in trouble with the Interstate Commerce Commission, it will have to adjust such 
trouble as best it may. 


The Chesapeake and Potomac Telephone Company then resorted for 
relief from the Commission’s order to the United States District Court for 
the District of Maryland, which on May 11, 1934, made known its deci- 
sion.** In the face of the apparently well established doctrine of the Supreme 
Court that the rate base is present value, the District Court held that in the 
circumstances of this particular case the rate base should be, not present 
value, but book cost less accrued depreciation. How the District Court 
teached this conclusion does not concern us in the present connection, be- 
cause we are not here dealing with the problem of the rate base per se but 
with that of the relationship, if any exists, between the rate base and the 
depreciation base. But with this conclusion reached as to the rate base, the 

~ The Company claimed an annual depreciation allowance of $2,173,000; the Commis- 

n allowed only $1,352,284. 

“ Ibid. Italics are by the present writer. 


‘Chesapeake and Potomac Telephone Company v. West. [Baltimore] Daily Record, 


May 14, 1934, pp. 3-5. 


that this rule of basing depreciation on cost has been applied to certain accounts of 
‘eam railroads by the Interstate Commerce Commission since 1907, that it has been 
oplied by the U. S. Census Bureau since 1911, that it is used by the Department of 
Acriculture and the Bureau of Mines, that it was adopted by the Federal Trade Commission 
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District Court found comfort in the thought that it would enable “the 
accounting for depreciation annuities or annual expense to be hereafter 


as well as heretofore on the base of cost as required by the uniform system 
of accounting of the Interstate Commerce Commission for telephone com. 
panies.’’?° And in a footnote at this point the District Court added: “And 
thus avoid the conflict in accounting practice for interstate and intrastate 
business respectively.”’?° 


This is surely an interesting position. The implication clearly is that the 
District Court accepted Justice ong s doctrine, announced in 193) 
in United Railways and Electric Co. v. West, that the rate base and the 


depreciation base must + he in erties The District Court changed from 
a rate base of the type long accepted by a majority of a divided Supreme 
Court, and then found some slight or partial justification for so doing in 
the fact that the type of depreciation base for which Justice Brandeis had 
in 1930 argued in vain could now properly be employed. 

The District Court cited in support of its position a decision of the 
United States Supreme Court announced only a few days earlier (April 30, 
1934) in the so-called Chicago Telephone case. In this case, Lindheimer ». 


Illinois Bell Telephone Company,” there came before the Court the specifi 
question of depreciation charges based on cost versus depreciation charges 
based upon replacement value. “The Company’s charges [for depreciation 


on its books were based on original cost. The Company claims considerably 
larger amounts as the result of recomputations for each class of property 
according to its replacement value new.’’** The Chief Justice, in dealing 
with this issue, presented, on behalf of a unanimous Court, a clear outline 
of the theory of depreciation accounting. This decision in the Lindheimer 
case is so important in its relationship to the problem under consideration 
in this paper that it seems useful, if not necessary, to present a rather long 
excerpt from Chief Justice Hughes’s statement. 


* Ibid., p. 4 

* Ibid., p. 5, col The District Court reviewed the depreciation estimates of the 
Maryland Commissios 1 of the Company and, using inter alia figures which it described 
as ‘‘net realized depre for 1930, 1931, 1932 and 1933, concluded that the correct 
figure for annual dey 1 allowance was exactly $2,000,000. 

It is possible that the District Court exaggerated the importance of conformity of the 
Company’s depreciati lations with the rules of the Interstate Commerce Commission 
Soon after the United Railways case of 1930 the Commission inquired into this part of the 
decision of the Sup: ( t to ascertain whether it meant that the Commission must 
alter its rules of depreciation accounting. Their conclusion was that no change was Ie: 
quired. See the “further report’ of the Interstate Commerce Commission in Cases Nos 
14700 and 15100, Det ition Charges of Telephone Companies and Depreciation 
Charges of Steam Rails Companies, respectively. 177 I.C.C. 351, at pp. 378-82 

292 U.S. 151 

** Tbid., 166 note. The Chicago Telephone case had been before the courts for a period 
of about nine years t, while the depreciation issue was not settled by the Supreme 
Court until 1934, the titative relationship between costs and replacement values was 
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Broadly speaking, depreciation is the loss, not restored by current maintenance, 
which is due to all the factors causing the ultimate retirement of the property. 
These factors embrace wear and tear, decay, inadequacy, and obsolescence. An- 
qual depreciation is the loss which takes place in a year. In determining reason- 
ible rates for supplying public service, it is proper to include in the operating 
expenses, that is, in the cost of producing the service, an allowance for consump- 
jon of capital in order to maintain the integrity of the investment in the service 
endered. The amount necessary to be are annually for this purpose is the 
subject of estimate and computation. In this instance, the Company has used 
the “straight-line” method of computation, a method approved by the Inter- 
state Commerce Commission. 177 Inters. Com. Rep. pp. 408, 413. By this method 
the annual depreciation charge is obtained by dividing the estimated service 
value by the number of years of estimated service life. The method is designed to 
spread evenly over the service life of the property the loss which is realized 
when the property is ultimately retired from service. According to the principle 
of this accounting practice, the loss is computed upon the actual cost of the prop- 
erty as entered upon the books, less the expected salvage, and the amount charged 
each year is one year’s pro rata share of the total amount. Because of the many 
different classes of plant, some with long and some with short lives, some having 
large salvage and others little salvage or no salvage, and because of the large 
number of units of a class, the Company employs averages, that is, average 
service life, average salvage of poles, of telephones, etc. 

While property remains in the plant, the estimated depreciation rate is ap plied 
10 the book cost and the resulting amounts are charged currently as expenses of 
operation. The same amounts are credited to the account for depreciation reserve, 
the “Reserve for Accrued Depreciation.” When property is retired, its cost is 
taken out of the capital accounts, and its cost, less wap is taken out of the 
depreciation reserve account. According to the practice of the Company, the de- 
preciation reserve is not held as a separate fund but is invested in plant and 
equipment. As the allowances for depreciation, credited to the depreciation re- 
serve account, are charged to operating expenses, the depreciation reserve in- 
vested in the property thus represents, at a given time, the amount of the in- 
vestment which has been made out of the proceeds of telephone rates for the 
ostensible purpose of os capital consumed. If the predictions of service 
life were entirely accurate and retirements were made when and as these pre- 
dictions were precisely fulfilled, the depreciation reserve would represent the 
consumption of capital, on a cost basis, according to the method which spreads 
that loss over the respective service periods. But if the amounts charged to operat- 
ing expenses and credited to the account for depreciation reserve are excessive, 
to that extent subscribers for the telephone service are required to provide, in 
efect, capital contributions, not to make good losses incurred by the utility in 
the service rendered and thus to keep its investment unimpaired, but to secure 
additional plant and equipment upon which the utility expects a return.® 


If the presentation of this statement of the unanimous Supreme Court is 
insufficient to show that the depreciation doctrine of United Railways and 
Electric Company v. West has been abandoned, additional evidence is sup- 
plied by a brief excerpt from the supplementary, but concurring, opinion 
in the Lindheimer case written by Justice Butler, who had shared with 


bid., 167-70. Italics are by the present writer. 
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the majority of the Court responsibility for the earlier doctrine. Justic MM in 
Butler said: val 
The ruling tion of the charges to the depreciation reserve js y ag 
important that risk of duplication, emphasis should be laid upon it 
some facts and : t may be cited in its support. rig 
The Court's liscloses the principle followed for the ascertainmes, the 
of the amounts 30 charged. It is the straight-line method calculated o res 
cost less salvage. nethod was prescribed by the Interstate Commerce Com. | 
mission by an ord January 1, 1913, establishing the uniform system a 
of accounts fot ym panies.*° 
And in a footn t the end of the next to the last sentence above quoted 
Justice Butler ap; 1 the most significant remark. 
This is not vith the principle of our decision in United R. & E. Cy os 
v. West... [Ci which requires replacement cost to be taken x 
the basis of calculatior 
The case of the Chesapeake and Potomac Telephone Company, carried on i 
appeal to the Sup: Court, was decided June 3, 1935.°? The court was N 
divided. Justice Roberts wrote the majority opinion, affirming the decree w 
of the District ¢ which had set aside the order of the Maryland Com- te 
mission. Justice Stone wrote a dissenting opinion in which Justices Brandeis 
and Cardozo jo Both majority and minority opinions are disappoint: b 
ing from the stat int of persons interested to know the attitude of the t 
Court in a specific arising during or at the end of a period of falling \ 
prices, in which tl gain brought in question the doctrine that the rate I 
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‘a an effort to sustain a procedure which is fundamentally faulty.’’** The 
valuation which the District Court had made was characterized as “‘arbi- 
trary” and as a ‘‘rough and ready approximation of value.’’** Nevertheless, 
t was held, although the District Court was wrong in its method, it was 
right in its conclusion. Therefore the Supreme Court affirmed the decree of 
the District Court enjoining enforcement of the rate order. Then, with 
respect to the second and third matters in controversy, the majority of the 
Court said: 

The grounds upon which we decide the case render it unnecessary for us to 
consider the appellant's challenge of rulings of the District Court respecting 
working capital and annual depreciation allowance, or to discuss the rate of re- 


turn to which the company is entitled, in view of the agreement of the Court 
and the Commission upon this point.% 


Nor does Justice Stone’s dissenting opinion touch directly upon the 
question under consideration in the present paper. Only in a footnote is 
there an opinion expressed upon the depreciation computations of the 
Maryland Commission and the District Court, and in this footnote criticism 
was directed at the depreciation rate used by the Court, not at the base 
to which this rate was applied.** 

We are obliged, therefore, in our attempt to ascertain as clearly as possi- 
ble just what is the present position of the Supreme Court in the matter of 
the depreciation base, to rely upon Chief Justice Hughes’s opinion for the 
unanimous Court in the Lindheimer case, and upon the fact that Justice 
Butler was not contradicted when, in his supplementary opinion, he as- 
serted that the position then taken by the Court was not in accord with the 
ruling in United Railways and Electric Company v. West. The funda- 
mental difference between these two cases on the one hand and the Balti- 
more Telephone case of 1935 on the other hand is that in the two earlier 
cases present value was in excess of cost, while in this latest case this value 
relationship was reversed. Surely such an accident of circumstances as 
changing price movements cannot affect the logic of the problem. It seems 
to the present writer that, if the Supreme Court’s consideration of the 
Chesapeake and Potomac Telephone case had proceeded to the analysis of 
the depreciation problem, the position taken in the Chicago case would 
have been maintained, and that the validity of this part of the majority 
opinion in United Railways and Electric Company v. West must have been 
formally denied. 

Ihid., 954, 

” [bid., 957. 


_™ Ibid., 957. The controversy about working capital, of course, is a part of the problem 
of the rate base. 

* Ibid., 958. For obvious reasons we cannot here outline the reasoning of the dis- 
senting opinion, which does not deal, except remotely, as indicated in the present text, 
with the problem of the depreciation base. 
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It is interesting to note that the Maryland Commission did not, in its brief 
in the appeal to the Supreme Court in the Chesapeake and Potomac Tele. 
phone case, make any reference to any part of the opinion of the Supreme 


Court in the Lindheimer case which would indicate that the doctrine ip 
United Railways and Electric Company v. West had been abandoned. Op 
the contrary, counsel said: “The Commission also expressly followed the 
Court’s ruling in United Railways v. West, 280 U. S. 234, that deprecia. 
tion expense is based on value and not on cost.’’* It would seem that the 
Maryland Commission was on the horns of a dilemma not of its own 
creation. For it must either not abide by the refusal of the court in 1939 
to accept the cost basis of computing depreciation charges, which this same 
Commission had urged upon the Court, or it must ignore the Court's 


latest ruling on the subject in a case in which it did not itself have any 
participation. The Court was not without its own and corresponding di- 
lemma. 

Dilemmas are interesting, but they are not as significant as ultimate 
results. It is the view of the present writer that the Court has finally reached 
the correct and therefore only tenable position, that depreciation charges 
in a public utility rate case are to be based upon cost and not upon present 
value. Therefore, it may not be lacking in usefulness to review or restate 
the theoretical foundations for this view, quite apart from the complicated 
entanglements which may unexpectedly emerge in a series of judicial deci- 
sions. It is not enough to show that to compute depreciation charges on a 
changing base of present values is to exaggerate the effects upon stock- 
holders and the consuming public of the upward and downward swings of 
business conditions; or to show that to follow such a policy of accounting 
would be to reverse the long-standing practice of the conservative business 
community; or to show that to accept such an innovation would give rise 
to very practical difficulties in long periods of fluctuating price levels. The 
problem is one of fact and of fundamental theory about the fact. 

The fact of depreciation is a fact of expense of a certain type, the dis- 
appearance of certain investment values. The recording of depreciation 
in books of account is the recording of the disappearance of investment 
values which have already been entered in those books of account. If, in a 
succession of charges to depreciation expense accounts made during all the 
fiscal periods which constitute the service life of depreciating plant, the 
sum of these successive charges is made to exceed the value of the invest- 


ment in those assets, as that investment value has been booked, then the 
charges so made exceed the amount which by any stretch of the imagination 
can be called total depreciation expense; they must come ultimately to 


include an expansion of the investment in the assets of the business. There 


* Brief for Counsel for Appellants, p. 31 
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is no way of avoiding this conclusion except by re-definition of ‘‘deprecia- 
ion” in such a way as to make it cease to mean expense, or by re-definition 
of “expense” in such a way as to make it mean something other than the 
disappearance of values.*° 

If, on the other hand, in a succession of charges to depreciation accounts, 
made during all the periods which constitute the service life of depreciating 
plant, the sum of these charges is kept from ultimately becoming equal to 
the investment value of that plant as booked, less salvage if any, then the 
record of expense is incomplete and the showing of current net income 
from period to period is falsely large. If the constitutional safeguards 
igainst the confiscation of private property guarantee maintenance of in- 
vestment through recognition, together with other items of expense, of 
depreciation of plant, it would seem perfectly clear that they guarantee the 
recognition of all the depreciation in a given instance. 

We quite agree with Chief Justice Hughes in the opinion expressed in 
another passage of the Lindheimer decision: 

The calculations [7.e., of depreciation] are mathematical but the predictions 
underlying them are essentially matters of opinion. They proceed from studies of 

1c ‘behavior of large groups’ of items. These studies are beset with a host of 
ouhenian problems. Their determination involves the examination of many 
variable elements and opportunities for excessive allowances, even under a cor- 


rect system of accounting, are always present. The necessity of checking the re- 
sults is not questioned. The predictions must meet the controlling test of ex- 


perience. 

Even so, it would seem to be all the more important that the objectives 
sought to be attained be clearly defined in terms of sound accounting theory. 
For whatever may be the principles of constitutional law or of public 
policy involved in the selection and calculation of a rate base, the question 
of the calculation of plant depreciation in a specific instance is an inde- 
pendent question of fact. This fact is not subject to modification by reason 
of variations in the rate base which result either from changing ideas about 
the character of the rate base or the accidents of price conditions which 
uttect its quantitative measurement. 


STANLEY E. HOWARD 
Princeton University 


“There is a theory of maintenance of plant, which, when applied to the problem of 
pudlic utility regulation, is to the effect that the maintenance guaranteed by the Con- 
titution is maintenance in terms of physical units. In this theory maintenance in dollars 
nust be adequate at different price levels to provide replacement of physical units. Limita- 
tions of space do not permit a thorough discussion of this theory. Its fundamental fallacy, 

the opinion of the present writer, is that pointed out earlier in this paper, of treating 
lepreciation as though it were a phenomenon associated with efficiency rather than with 
investment values. Chief Justice Hughes’s language in the Lindheimer decision seems to 


preclude the idea that the Court now considers such a theory as tenable for rate regulation 
purposes. 


“292 U. S. 170. 
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FOREIGN TRADE AND EXCHANGE STABILIZATION 


Many factors ha | to dampen the recovery of foreign trade. In the opinion o 
many observers, price risks ng from the abandonment of the gold standard have bee, 
among the most powerf f tl The monthly prices of selected imports and exports fo, 
the years 1930, 1933, 1934 and 45, adjusted for changes in foreign exchange rates (givi ing 
foreign price equivalents) do not bear out this contention. Price variability before the Ben. 
eral departure from the gold standard was not smaller but, for many commodities, Breater 
than in the succeeding In many instances, less price risk attached to dealings j in the 
years 1934 and 1935 t 1 the pre-depression years. Nor can it be held that year to year 
changes in the physical volu of selected imports and exports are associated in any sig. 
nificant degree with chang n the variability of their foreign price equivalents, The cor. 
relation coefficients < y and of varying sign. Thus from the point of view of their purely 
mechanical effects upon foreign trade, price risks associated with dislocated exchanges cap. 
not be accepted as { obstacles to international trade recovery. Their psychologic:| 
effects, however, may e significant. : 


In much of the discussion of the last few years as well as in orthodox 
economic literature, it has been repeatedly asserted that international trade 
languishes under the hazards and uncertainties of unstable foreign exchange 
rates. The abandonment of fixed gold parities by most nations since 1929 
has, it is alleged, introduced serious price instabilities into all foreign 
transactions. Traders are unwilling to assume these risks and are hesitant 


to enter into a large volume of commitments. The result is the discourage. 


ment and reduction of international trade. The conclusion, it is said, follows 
logically that recovery cannot proceed at its normal pace nor prosperity be 
fully regained until monetary experiments which preclude fixed exchange 


pars cease and until the Yaa of foreign dealings climbs back to levels 
which bring full utilization of our normal trade capacities. 


As Professor Taussig has suggested, much of our economic thinking is 
based upon what he has called empty economic boxes, fields in which 
assumptions have been made regarding economic phenomena untested by 
subjection to statistical or other verification. In what follows, the writer has 
attempted to marshal such data as are available which bear upon the 
question of foreign trade price risks and to find some content for thi 
empty economic bo» 

Surely no one making the assertions noted above would deny the impor- 
tance of many other factors which have operated to discourage the foreign 
trader or to limit his operations arbitrarily. All over the world, tariff has 
been piled on tariff, quotas have been established to restrict imports, while 
the credit policy of the central bank and the control of foreign exchange 
have laid heavy hands on the traders’ freedom of action. Certainly price 


risk from disorganiz« | exchanges is, at the most, only a partial reason for 
the low level of enterprise. Yet the influence of these other forces is difficult, 
perhaps impossible, to isolate and measure. On the other hand, it is not 
necessary to prove their relation to trade stagnation. It is not so with price 
risks; their presence or absence, their quantitative importance, can be dealt 
with statistically. 
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Two fundamental questions must be answered. First, have the prices of 
important international commodities become more variable in the years 
since the gold standard was abandoned by the United States and other 
countries? Specifically, have price variations been greater since March, 1933, 
when compared with the period of exchange stability before 1931? Second, 
have changes in price stability from year to year been related to changes in 
the quantity of goods entering international trade? 

In Table I below are listed a selected group of the more important imports 
and exports of the United States, together with the values of those com- 
modities entering trade in 1933 and the total value of all United States 
imports and exports for that year. The monthly prices of those commodities 
were obtained for the year 1930 and for the period from March, 1933, to 
june, 1935. The latter has been, of course, the period of our own departure 
from the gold standard and subsequent monetary experimentation. The 
choice of 1930 for price comparisons was determined by a number of con- 
siderations. It was the last year of general retention of the gold standard, 
the years 1931 and 1932 bringing a complete breakdown of international 
exchange. To be sure, 1930, unlike the years 1933 to 1935, was a year of 
recession and therefore not an ideal year with which to make comparisons. 


Taste 1.—Exports AND Imports OF THE UnirTep STATES OF SELECTED COMMODITIES WITH 


PrincipAL Country oF Oricin or Market 1933! 


Amount Amount | Per 
Exports (million \ cent of Imports (million | cent of 
dollars) | total dollars) \ total 


Cotton, unmanufactured. 
Japan 
Petroleum, refined. 
United Kingdom. . 
Tobacco 
U.K. 
Me ats 
U.K. 
Iron and steel 
Japan 
Wheat and flour 
France 
Copper, refined 
Italy 
Coal and coke 
Canada, bituminous. 
Leather. 
U.K. 


Naval stores? 


Brit. Malaya, bars. . 
Rubber, crude 
Brit. Malaya 


Argentina, cattle... 
Wool, unmanufactured. . 

Argentina 
Aluminum 

Norway, scrap. . 


WOM WWE 


United Kingdom. . 


_ "Source: U. S. Department of Commerce, Foreign Commerce and Navigation of the United 
States for 1933. 


* United Kingdom $105,000. 
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hich [om 1,675 | Total... ..| 1,450 |100.0 
398 | 23 Coffee... .. 124 8 
87 5 ... 67 4 
ha 151 9 Silk, raw. . 103 | 7 
the | 27 1 _ Japan..... 92 | 6 
th 83 5 Wood pulp... 57 3 
° 18 1 Sweden, sulphite. . . 10 
26 1 51 3 
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t comparable recovery period, 1921-1922, was aly 
| unstable exchanges, and therefore less suitable thay 
\| be indicated at a later point, comparable measures of 
factory for our purposes, have been computed for other 
Professor Frederick C. Mills.? 
goods at wholesale do not, however, provide a suitable 
he price variations of foreign trade commodities. In the 
h \ds another price enters as an important factor— 
change rate of the country of source or sale. Barring 
ings in exchange or a perfect compensatory adjust 
hange rate (neither of which is a practical possibility ) 
r or exporter must be subject to this additional source 
iriation. To illustrate: the price at wholesale of fuel oj] 
was singularly stable in 1934 and 1935, fluctuating 
nd $.750 per barrel during most of the period. Ye 
| to our leading customer, the United Kingdom, varied 
the cost of sterling exchange moved from $4.75 
foreign importer was subject to a variable cost as he 
currency into dollar exchange, or the United States 
lollar return which fluctuated with the same exchang: 
ourse, true for our imports. / 
lity of American prices is only part of the price risk 
trade. That risk attaches rather to what may be called 
juivalent, that is, the American price translated into 
rrency by means of division by the exchange rate. 
re of price risk, each monthly price of a given con: 
led by the exchange rate prevailing that month between 
rrency of that country which was the principal source 
in 1933. 
Professor Mills used the average deviation 
of the arithmetic average for the year as a measure 
More specifically, for a given year the arith- 
foreign price equivalents was obtained for each 
was then subtracted from its average. Finally, the 
talled disregarding signs, and their average expressed 4s 
rinal annual average. This procedure was followed 
for the last ten months of 1933, for 1934, and for the 
35, using the foreign price equivalents rather than 
prices. In Table II the measures of variability arc 
form. The following observations may be made 


f Prices, 1927, chap. 1 and appendix, Tables 2-4 
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Taste I1.—Per Cent or Montuty VariaBiLiry oF Export AND Import Prices! 


Foreign Trade and Exchange Stabilization 


Description 


1890- 
19252 
exclu- 
sive of 
1914- 
1921 


Description 
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19358 
Fan— 
June 


| Middling 
upland 
Refined for 
export, N.Y. 
Fresh, 
native sides 
Billets, 
| Bessemer 
Wheatflour| Winter straight 
Kansas City 
Ingot 
electrolytic 
Kanawha 
run of mine 
Leather | Chrome 
| calf, “B” grade 


Turpentine| Spirits of 
| southern, N.Y. 


8.1 
7.6 
5.0 
7.2 
6.2 
4.9 
5.0 


3.0 


8.9 


Wholesale 
middling 
Fuel oil, Okla. 
24-26 refineries 
Fresh, 
native steers 
Finished steel 
composite 
Winter straight 
Kansas City 
Electrolytic 
N.Y. 
Bituminous com- 
posite mine run 
Upper, composite 

chrome, calf 

black ““B” grade 

Wholesale 
Maks 


Imports 


Rio No. 7 
| 
Raw, Japanese 
filiatures 
Kansai, No. 1 
Wood pulp | 


| 


Pig, early 
delivery, NLT. 
| Para Island, 
| fine, N.Y. 
| Green, salted 
| Packers’; heavy 
| native steers 
| Domestic 
| Ohio, medium 
Tea | Formosa, fine 
Aluminum | 


Rio No. 7 
N.Y. 
Raw, Japanese 
13-15, N.Y. 


Chemical 
sulphite 
unbleached 
Straits, N.Y. 


Crude, N.Y. 
smoked sheets 
Packers’ heavy 
native steers 

Chicago 
Unmanufactured 
territory, fine 
scoured 
Formosa, fine 
Scrap, cast 


(N.Y.) 


' Relative mean deviation from arithmetic average of monthly data. 


, * Actual wholesale prices used. All data for 1890-1925 and 1906-1913 from Frederick C. 
Mills, The Behavior of Prices, 1927, Appendix, Tables I and IV. 
* Foreign price equivalents used. All price data from Survey of Current Business. 


* No data available. 


Exports | 
Article Dec. 
1.8 17.1| 15.6] 2.1] .8 
5.4 10.8 | 12.9] 13.7] 6.3 
5.9 3.8| 7.4 a 1.2 
6.1 10.9] 10.1 | 3.9| 29.9 
6.1 22.0 9.7 1.4 
2.1 8 2.7 | 
2.2 1.7| 4.8 | 3.0 
| | 
me | 11.7 11.4 3.7 

— 6.7 6.2 9.9| 11.4] 4.2 | 10.8 
5.2 4.1 23.2 | 15.6 3.1 

| 1.9] 4.8 | 9 | 17.1 
5.1 5.5 12.9} 9.7 | 14) 1.7 
8.3 10.9 23.2 | 15.3 | 11.2] 5.1 
| 
8.7 7.7 5.2|19.7| 4.1] 4.8 
= 
4.9 | 3.0 2.5 | 7.9 | 5.1] 5.3 
3.2 3.8 11.9 | 12.3 | 7.1 | 6.4 
‘ | ‘ | 1.1 | 7.7) 
| 
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(1) The general trend of variability was downward from 1930 to 1935, 

(2) An increase in variation in 1933 over 1930 appeared in the cases of on}; 
eight out of seventeen commodities—namely, coffee, wood pulp, hides, tea ap; 
wool among the imports; beef, steel, coal and leather among the exports. 


(3) In every case except aluminum scrap and beef (import and expor 
respectively), 1934 variability was less than that of 1933. 


(4) In twelve out of eighteen comparisons, 1935 prices were less variable 
than those of 1934, the exceptions being coffee and wood pulp, tin, hides, woo! 
and wheat flour. 

(5) As abandonment of the gold standard became world-wide and genen| 
price disintegration slowed down, dollar prices or exchanges became mote stable 
in part through the operation of stabilization funds, or tended toward mote seni. 
tive compensatory adjustments. 

(6) In general, there appears little foundation for the belief that unstable 
exchanges produced greater price risks, at least as compared to a year of severe 
recession of gold prices . 


It must be granted that 1930 was not a year with which comparisons 
could be made without some reservations attaching to the conclusions. A year 
of collapse, it also was one in which two important countries were off the 
gold standard and suffered considerable variations in the value of their 
currencies. These countries were Argentina and Brazil, whose coffee, hides 
and wool were important in our list of imports. Comparison with periods 
of smaller price disturbance might improve the trustworthiness of the 
observations which have been made. 

For the years 1890 to 1925, Professor Mills has presented measutes of 
average price variability for nearly all of the imports and exports con- 
sidered. Those selected apply to the whole period exclusive of the years 
1914-1921 and to selected intervening years, as for example, for the period 
from 1906 to 1913. These data are presented in Table II. Comparison of 
the measures of variation given above for the foreign price equivalents with 
those for American prices is valid since the pre-depression years considered 
were those of stable exchange rates, except for the inclusion of the period 
1922-1925 in the general 1890-1925 average. That is, no conversion to 4 
foreign equivalent would be necessary since exchange variation was 
negligible. 

It is seen at once that the variability of the foreign price equivalents for 
1933-1935 has not generally exceeded the average variability of domestic 
prices during the years 1890-1925, exclusive of 1914-1921. In fact, of the 
48 cases considered (16 commodities, 3 periods each) only 21 or 44 per cent 
indicated a variability above the pre-depression average (1890-1925 includ: 
ing 1914-1921), and only 25 or 52 per cent were above the lower gold 
standard average which excludes 1914-1921. In 27 cases or 56 per cent, 
the variations of 1933-1935 exceeded those of 1906-1913. In short, pre 
depression variability with relatively stable exchanges was about the same 
on the average as that of these recent years. 


* Ibid., Appendix, Table 4 
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With the evidence presented, it is difficult to conclude that departure 
from the gold standard increased price variability or risk for the foreign 
trader or that stabilization of the exchanges would reduce those risks except 
in certain individual cases. The cost to foreign trade of the administration's 
abandonment of the gold standard and experiments with a changing price 
of gold appears to have been negligible so far as the creation of price risk 
is concerned. 

Another significant question is suggested, however, the answer to which 
might minimize the weight of the comparisons made above. Has trade 
been reduced, or at least restricted, because of the existing price variation? 
If price variation creates discouraging risks, the volume of goods which 
enters into international trade should fluctuate inversely with the degree of 
price variability. To illustrate: if the variability of rubber prices restricted 
trade in 1933, the number of pounds of rubber sold to us by British Malaya, 
the principal source of our rubber supply, should decline as compared to 
1932, or at least should fail to increase by as large a percentage as imports 
of other goods the prices of which, converted to their foreign equivalents, 
were more stable. 


Taste I[]—Per Cent RELation oF Export AnD Import QUANTITIES TO THOSE OF PRE- 
CEDING PeEriop! 


Beef Flour Copper Coal Leather Total 
and veal wheat refined bituminous upper exports 


128 68 101 103 99 | 100 


1934/33? | 130 105 196 120 97 
1935/34 | 61 88 107 100 | 


108 


Wood Tin | Rubber 
pulp bars, | incl. Tea 
chemical| blocks | latex 


Coffee 

aports 
| Brazil 


Alumi-| Total 
num | imports 


1933/32 | 154 181 | 101 110| 73 | 109 
1934/33%| 91 58 | 111 79| 107 | 100 
1935/34] 708 198 | 88 122 | 109 


‘Quantity data from Survey of Current Business and Statistical Abstract of the United 
States (1934). 

* Ten months—March to December. 

* Six months—January to June. 

‘ Five months—January to May. 


To answer this question, the amounts of each of these exports and imports 
were obtained for the years 1932-1934, and for six months of 1935.‘ The 
percentage relation was calculated for each period (year or part thereof) 
relative to the preceding period. These percentages are shown in Table III. 


‘ 


U. S. Department of Commerce, Survey of Current Business. 


| Cotton | 
Exports 
Taw 
1933/32 
| 
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For each of the three quantity comparisons (1933/1932, 1934/1933 


1935/1934), the exports were ranked according to their respective link 
relatives, the commodity with the lowest ranking (1) for 1933 being that 
with the smallest link, that is, showing the greatest per cent decline or the 
smallest per cent increase. Ranks were also assigned to each commodity 
for the given year according to the per cent of price variation within tha 
year, as is indicated Table IV. 


TaBLe IV.—Rank Va AND COEFFICIENTS FOR Montuiy Price 4yp 
QuanTiTy CHANGE OF SELECTED Exports AND Imports 


933 1934 1935 
Ext rts — 
Juantity | Price Quantity Price Quantity 
Cotton : 2 3 1 3 2 
Beef l 6 1 5 2 1 
Flour ) 1 5 3 1 3 
Copper 3 4 4 6 5 6 
Coal 6 5 6 4 6 4 
Leather , 3 2 2 4 5 
Export coefficients 03 + .09 + .66 
Imports 
Coffee 5 6 6 2 1 
Silk 1 2 a 7 5 
Wood pulp : 3 9 7 1 4 
‘iy 6 8 2 8 9 
Rubber 3 2 1 9 5 2 
Hides l 7 7 1 6 8 
Wool. ... ] 8 5 3 + 6 
i | 3 4 4 3 7 
Aluminum 3 8 9 3 
Import coefficients + .33 — .48 + .30 
62 D? 
The index of rank correlation (rho 1———_—____-), sufficiently 
N (N? — 1) 
accurate to give a rough measure of the closeness of association, was then 
computed for each year, first for the exports and then for the imports. 
In every case the correlation was low and, if a large probable error be 


allowed for, negligible. Furthermore, as the imports indicated a slight posi- 
tive correlation for two of the three years, the exports also gave positive 
results in two of the three cases. Manifestly other factors have been more 
powerful in determining the volume of foreign trade than have price 
changes. Great risk through wide price fluctuations has not produced a 
corresponding obstruction to the flow of goods. 
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recapitulate: 

1) There is little evidence that departure from the gold standard caused 
prices in general to fluctuate about their annual averages by a greater per- 
centage than formerly if we consider the period 1933-1935 as a whole. 

Undoubtedly the early period of our own monetary experiments served to 
increase price instability considerably—for most commodities it was greater 
than in the period 1890-1925. On the other hand, for many commodities 
it was not so marked as in 1930 when most countries still maintained 
exchange stability, and in several cases the maximum variation was exceeded 
by that of the years 1914-1921. 

(2) The year 1934 was not one of extreme price movements for inter- 
national commodities. In ten cases average pre-depression variation was 
sreater than that of 1934. 
~ (3) In some cases (coffee, wood pulp and rubber) 1935 produced new 
record variations, but in the majority of cases that year marked a continuance 
of a downward trend and a reassertion of stabilizing influences. It is pos- 
sible, of course, that this trend may be related to the temporary establishment 
of the gold content of the dollar and the relaxation of gold export restric- 
tions. However, it appears more probable that exchange controls and 
stabilization funds, with perhaps an increasing adjustability of prices to 
exchange movements, were the principal causes. 

(4) For the years considered, it cannot be maintained that the volume 
of foreign trade has been influenced greatly by price instability. Quantity 
changes in imports and exports do not appear to coincide with variations 
in the degree of price fluctuation of individual goods. 

If, therefore, the departure from the gold standard has produced neither 
great price changes, nor more risk, nor any persistent brake to rising trade 
volumes growing out of price factors, the conclusion is reached that our 
present experimentation with the gold standard in the interest of future 
internal price stability, whatever its other disadvantages, has not been at 
the expense of our foreign trade in any mechanical sense. It is quite possible, 
of course, that general fear and hesitancy have grown out of monetary 
tinkering and have retarded foreign trade as well as domestic enterprise. 
It is probable, however, that the withholding of credit by fearful bankers, 
exchange restrictions, tariffs and quotas have played a more important rdle 
than have price risks growing out of the abandonment of gold. It becomes 
doubtful, then, that the recovery of foreign trade waits on a return to gold 
except as the former is retarded by lack of confidence arising from an 
imagined but unproved greater hazard. 

DONALD W. GILBERT 

University of Rochester 
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ECONOMIC INFLUENCES OF OBSOLESCENCE 


This article is devoted to a descriptive and analytical study of the economic effec; 
resulting from the application of improvements in the techniques of producing commodj. 
ties. Sometimes obsolescence of industrial equipment results from a decline in deman 
for the commodities produced, or from improved machinery which processes more service. 
able commodities. This art emphasizes, however, that technical advances in many jp. 
dustries lower the per u st of pro ducing commodities, thereby rendering less efficien: 
machinery partially o1 pletely obsolete. Formulas are presented for approximating the 
time when it would be profitable to discard existing equipment and to purchase the new 
even though the old ry still possesses the physical ability to produce goods, This 
continual, historical appearance of cost-reducing changes in the processes of production 
has provided an opportunity for the investment of savings; and it is noted also tha 
savings have been invested spite apparent risks, in industries which have experienced 
frequent improvements their techniques of production. Often these mechanical jm. 
provements have result 1 increased fixed cost per unit of output. Since this con. 
tinual stream of imf nts of production processes often necessitates an increase in 
the volume of invested capital, the tendency toward monopolization of production in some 
industries is hastened il reasons these cost-reducing innovations may enhance 
the instability of the « system when they result in an increased output of com. 
modities: (1) producers y refuse to lower the unit price as soon as the unit cost pro- 
duction is achieved, (2) not all firms in an industry may obtain simultaneously these im. 
provements, and (3) the rate or time of installation of these technical changes may var 
among the producers of different products. Changes in the general price level and cost 
curves, ‘‘technological”’ us ployment, and disturbances of international trade relationships 
are other notable economic effects of technical advances. 

For a century and a half producers have witnessed the continual appear- 
ance of cost-reducing, labor-economizing inventions and improvements. 
Long before machinery was worn out it often has been discarded or mod- 
ernized to achieve greater productivity and lowered costs. Since mechanical 


improvements have appeared with increasing rapidity, there are many un- 
used manufacturing plants or heaps of junked machinery to attest scientific 
and engineering developments. During these years there has been a gradu- 
ally increasing investment per employee in plant and equipment. Labor 
specialization and its concomitant, “‘mass’’ production, are counterparts of 
this historical change. Aside from social or aesthetic questions regarding 
industrial capitalism and the machine age, there are several economic fea- 
obl 


tures of this dynamic problem that may be presented. 

To technical advances may be attributed a large portion of the decrease 
in prices of many comms ydities during the last fifty years or mote. Although 
industrialists may re Lin to make reductions in prices immediately after 
cost reductions are obtained, economic pressure will force eventually a 
closure of differentials between costs and prices. Sometimes patented im- 
provements are held by one or a few producers, or the use of the patent 
may be widely distributed. When a few producers withhold the use of a 
technical improvement from their colleagues, these privileged producers 
may disrupt the profitability of competing establishments and enhance theit 
own economic position in the industry. In any event technical advances 
represent some of the uncertainties in the dynamic fabric of our economic 


193¢ 
syste 
repr 
\ Dost 
how 
of t 
¢ 
may 
COU! 
Ove 
tof 
quit 
pro 
pri 
i 
ren 
rac 
1 
Wi 
act 
re 
Ve 
aii 
Cy 
— 


effects 
Mod}. 
emand 
ervice. 
NY in- 
ficient 
1g the 
New, 


Economic Influences of Obsolescence 281 


system. It is probable that inventions aid the generation of cyclical business 
disturbances, and that, as J. M. Clark believes, these technical advances 
represent one of the “factors responsible for longer trends.” 

Accountants and engineers probably have been more cognizant of the 
obsolescence of industrial machinery than have economists. The accountant, 
however, usually makes an arbitrary estimate of the portion of the value 
of the equipment or plant which will be reserved to cover the accumulation 
of obsolescence. Such guesses—for they usually are bald approximations— 
may be less or greater than the sum which would be dictated by an ac- 
-ountant’s inherent conservatism if his calculations were more precise. More- 
over, accountants generally study obsolescence in conjunction with deprecia- 
tion, but the gradual using-up of an asset or productive resource will have 
different economic effects from the improvements or inventions which 
prompt the scrapping of a machine that still possesses the physical ability 
to process products. 

There are several principal ways in which obsolescence of machines or 
processes may occur. First, a decrease in the demand for a product may 
render obsolete much of the plant and equipment employed in the manu- 
facture of the commodity unless there is an alternative use for the plant 
whereby the same profitability may be obtained. For example, consumers’ 
acceptance of the automobile resulted in a reduced demand for buggies, 
and consequently plants manufacturing carriages or buggies eventually 
became partially or completely obsolete unless other products might be 
manufactured with the equipment. The American Bicycle Company at the 


beginning of the twentieth century experienced obsolescence of its equip- 
ment following a rapid decline in the demand for bicycles. Though this 
type of obsolescence is unquestionably important, principal attention will 
be given the effects of technical advances for the production of goods.’ 
The majority of inventions reduce, however, the per unit cost of produc- 
ing a good.* If unit costs may be reduced by the purchase of a new machine, 


"Strategic Factors in Business Cycles, National Bureau of Economic Research, 1934, 
p. 211. 

* Obsolescence may occur among the so-called durable “consumer’’ goods. Changes re- 
sulting from a willy-nilly fad or general alterations in habits of dress will, for example, 
render useless many goods purchased by the man or woman of today. Likewise, an auto- 

bile may be sold or traded before its physical usefulness has expired because newer 
models which provide improvements in comfort, safety and efficiency or simply alterations 
in external appearance may be had. 

*Mechanical innovations also may permit the production of a “better” product: con- 
sumers are willing to pay presumably a higher market price for this improved product 

n they will pay for the existing product. These improvements might be achieved with- 

it an increase in the per unit production cost. And it is even possible that a pecuniary 
loss will result from continued production of the existing good. This condition is exempli- 
fed by the race of producers of radios, autos, electric refrigerators or washing machines 
to improve their goods or make their wares more attractive or useful. Likewise, the develop- 
ment of a new solvent as a substitute for sulphuric acid in the distillation of lubricating oil 
has prompted recently the construction of some twenty new oil-processing plants. 
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when will it be profitable for any entrepreneur to purchase the new €quip- 
ment preparatory to scrapping the existing machinery? This decision may 
be reduced to a formula. While one is reasoning this case it should be as. 
sumed that wage rates or other manufacturing costs do not change; in 
brief, it should be ass | that ‘other things’ remain fixed. Furthermore 
it should be posited that each machine—the old and the new—is bein 
and will be operated at its full capacity and that overhead costs, if they 
be present, will not be influential. 
It seems that this mathematical presentation may be most readily ap- 

proached with a consideration of the per unit cost differential existing be- 
tween the old and new processes of production. Where r equals the rate 
of interest paid for capital in the industry, 2 equals the remaining years of 
life in the old equipment, and CU represents the cost differential times the 
units of annual capacity in the old machine, the present value of an im. 
provement may be obt 1 from this series:* 

of Improvement j (1-+r)? 
Summation of this finite series presents this formula:° 

Present Value 1 1+r) 

of Improvemen > 


If this present value sum exceeds the remaining investment (that por 
tion not charged a pense) in the existing equipment, it is advanta- 
geous for the prod to scrap the old and purchase the new equipment. 
If this present valu ; not equal the remaining investment in existing 
equipment it is not sible for the entrepreneur to replace his machinery 
even though his profit be eliminated. He will face a gradual loss 
of his investment but not an immediate and complete loss of it.® 

A producer or investor may not be confronted with only one cost-reduc- 
ing mechanical impr it; there may be a succession of these technical 
changes. The computation of the present value of machinery unquestion- 
ably must consider the possible appearance or availability of a number of 
cost-reducing improvements during the physical life of the equipment. This 

*If, however, the Its in a “better” product, whereby the product 
processed by the old ¢ for a lower price than the “improved” product, the 
initial step will be a 1 of the differential in the market price between these 
products. In such case fferential may be substituted for the cost differential 
in the above equations. 7 vare that this type of obsolescence is not to be 
likened to cost-reducing Nevertheless, there are abundant examples of this 
type of obsolescence. 

° This formula, as w ling one, must be modified by what is subsequently 
said regarding the det f product when increased total output results from the 
reduction of the unit 

* The ascertained p sum also presents a measure of the price a single pro- 
ducer may pay for a pat I tain the price of a patent the cost of obtaining the new 
equipment would be t the above computed present value figure. 
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investment risk is a likelihood even though the original equipment of a 
lant is of the most efficient type obtainable. Moreover, equipment which 
would not be discarded when one or two mechanical changes are avail- 
able, might be abandoned when the cumulative effects of several improve- 
ments are felt. Assuming an annual rate of increase ¢ in the cost differential 
because of these successive technical improvements, this situation may be 
presented in the following form in which r, CU and n are defined as they 
were in the previous case: 


Present Value CU(i+é) CU(i+#)? CU(1+2)" 


of Improvement (1+r) (i+r)? (itr) 
Summation of this series gives this formula: 

Present Value CU(i1+é) (1+2)" 

of Improvement ~~ -1| 


It may be noted that wherever r and ¢ are equal the present worth is equal 
to CU times n. 

The results obtained from the above formulae may be stated in a differ- 
ent manner. Assuming no cyclical influences and no diminution of produc- 
tion by a single industrialist, it may be noted that a manufacturer will not 
close his plant or junk part of his equipment, if a rival or more effective 
process is in use, unless the variable costs are not covered by the revenue 
obtained. In brief, a producer will continue the employment of his plant 
as long as the variable plus some part of the fixed costs are returned to 
him. A sunken investment permits an obsolete industrial plant to continue 
profitless production until the capital invested is exhausted. These state- 
ments agree with the previous mathematical notations. 

If a plant which demands a heavy fixed investment is likely to have its 
earnings reduced on short notice because of new inventions, there is some 
likelihood that the investment will be delayed. The possibility of a con- 
tinual stream of perfections may apparently deter an “‘intelligent’’ investor 
from devoting his savings to these enterprises. When one views a single 
enterprise or corporation, this successive scrapping or the possibility of it 
may engender financial instability. If machines are being replaced regularly 
by more efficient ones before the investment in them has been completely 
allocated to expenses of operation, it will be continually necessary to borrow 
additional funds to make these replacements. In an extreme instance of 
this condition, investors might decline to contribute capital to the business, 
thereby forcing the enterprise to discontinue production. Or the capital 
might be obtained, thereby making an increase in the debts on which in- 
terests must be paid. The latter is not a real likelihood, however, for most 
industries customarily have several years in which to write off the invest- 
ment in equipment before that equipment becomes completely obsolete. 

In this dynamic industrial framework it appears that many investors are 
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anxious, however, to “get in on the ground floor.” Some investors, par. 
ticularly in a boom period, strive to emulate the fortunate industrial Pio- 
neers, but they turn their backs on the all-too-common pioneering failures, 
Many investors between 1920 and 1929 willingly contributed their savings 
to radio and aircraft companies, even though a succession of perfections 
was characteristic of these young industries. Doubtless, investors do not 
forecast adequately the possibilities of obsolescence of their investments. 
This is one of the risks resulting from dynamic changes in our economic 
system which producers and investors encounter. Moreover, many inven- 
tions are built upon the use of existing techniques. Therefore, some im- 
provements originate only from the use of available processes; unless Capi- 
tal had been devoted unwarily to the aircraft industry, for example, many 
mechanical improvements might never have been realized. 

Some producers d t scrap obsolete plant and equipment; rather, they 
relegate it to the status of stand-by equipment. When the more efficient 
plant and machinery inot satisfy the demand for the product or service, 
this less efficient equipment is operated. For example, an electric light and 
power company may replace an old generating station with a new one 
capable of producing electricity at a lower cost per kilowatt-hour; but in- 
stead of being dismantled, the old generating station may be retained to 
meet peak demands for electricity. Likewise, a railway may employ, in 
periods of heavy traffic, locomotives which cannot haul as many carloads 
of freight as more efficient locomotives. During prosperity many producers 
may make an increased use of equipment which has a higher unit cost of 
operation rather than purchase additional equipment. This utilization of 
less efficient equips may, through increasing per unit costs of produc- 
tion, engender a minor nomic disturbance during the up-swing of a 
business cycle. 

Since effectively regulated companies, such as public utilities, have their 
cost of service, whic] ludes a “fair” rate of return on the “fair” value, 
equalled by commi ipproved rates, there may be a tendency for these 
industries to delay indefinitely the introduction of cost-reducing improve- 
ments. If the state or federal commissions require a rate reduction every 
time a lessening of the unit cost is achieved, the utilities customarily will 
refuse to make these improvements. If the consumers instead of the com- 
panies receive all gains from these reductions of cost, the anticipated gains 
will be devoid of any advantages for the regulated companies. Many me- 
chanical improvements have been utilized by utilities, however, because 
effective regulation is not always present. 

It is apparent to even tl isual observer of the industrial world, that 
many of our inventions come from research laboratories of the industries 
in which they are u ed. The laboratories of General Electric, General 
Motors, and Western Electric are well-known examples. Moreover, these 
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igboratories have an opportunity to present improvements which result from 
observation and study of the operation of the existing machinery. Within 
those corporations which can maintain control of the types of inventions 
and the time of their entrance into the industry, there usually will be no 
new processes installed until the present value sum obtained by the mathe- 
matical formulae is greater than the remaining investment in the existing 
equipment. Executive judgment, therefore, controls the rate and time of 
pplication of new patents in such industries. Furthermore, when research 
on the development of new processes of production is generally done in a 
few large laboratories, there may be a growing concentration of production 
under the control of a few corporations. On the contrary, there are many 
producers who purchase their equipment from other manufacturers. These 
industrialists usually have no opportunity to control the entrance of im- 
provements into their industry. 

The tales of the penniless inventor who experiments in a crude work- 
shop are becoming increasingly more legendary. His findings are likely to 
be new products or gadgets, rather than cost-reducing improvements for 
existing production processes. Even though inventive geniuses were to 
present a succession of astonishing discoveries, they would be tempted by 
the offers of industrialists for their findings; and if they were to combat 
the established producer they would confront cut-throat competition. 

There exists an outlet for savings through investment in technical im- 
provements of production. To decree that such investments are unneces- 
saty because an existing investment is partially or completely destroyed 
thereby, is to be blind to the economic advantages of new methods. These 
technical improvements of industrial capitalism have been one of the chief 
outlets for the investment of savings, even though one of the effects might 
be the handicap placed on less capable, existing equipment. It may be ob- 
served, however, that, if improvements and inventions result in the scrap- 
ping of existing, undepreciated equipment, savings invested in these mod- 
etn processes may not markedly increase the total investment of savings in 
an industry unless, through the reduction of the per unit cost and price, 
an increased consumer demand encourages an additional investment. The 
investment in new processes will be reduced in some measure by the com- 
plete or partial abandonment of the existing plant or machinery. Often 
the specialized characteristics of these inventions have necessitated a stead- 
ily increasing amount of capital. Consequently, there has been in many in- 
dustries a gradually increasing amount of capital per employee. The steel, 
automobile or cement industry might serve as an example of this increased 
investment in plant and equipment per laborer. 

Thus, the growing dominance of a high fixed investment and the accom- 
panying problem of overhead costs may be associated with any study of 
bsolete industrial equipment. During the last twenty-five or fifty years 
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many of these n anical improvements among industries have neces. 
tated a continuous increase in the relative amount of the fixed costs.? This 
is briefly another manner of ex pressing the historical increase in the volume 
of invested capital CThus, an in reased fixed cost per unit of output plus 
an increase in total output often has obtained a decrease in the per unit 
cost. Furthermore from the profit viewpoint an industry with a high per 
unit fixed cost may discover that its production process is an inefficient or 
profitless one during a depression. Since the total sum expended for such 
costs as interest, taxes and depreciation tends to remain fixed, a diminution 
in production will result in a spreading of this fixed cost among fewer units 
of the product, thereby increasing the cost per unit of output. There will 
be a rise in the per unit cost unless a decrease of variable costs offsets the 
increase in per unit fixed costs. Another plant producing the same com- 
modity may operate with a lower fixed cost and a higher variable cost per 
unit of output. During prosperous times the latter plant may be operating 
with a higher unit cost than the establishments which realized a lower 
unit cost by employment of new techniques necessitating a larger amount 
of capital. During a depression this type of plant may show a comparatively 
higher profitability than its competitors which operate with a relatively 
higher fixed cost per unit of output. Therefore, some mechanical improve- 
ments in production processes which permit cost reductions during a period 
of prosperity may not realize such efficiency during depressed times.‘ 
Many of these technical changes of production have resulted in an in- 
creased output of goods as well as an increased productivity per laborer 
Whether the price for the commodity will, perforce, be lowered depends 
upon the flexibility of demand for the product. Disregarding possible mone- 
tary influences, only in case the demand is infinitely elastic may the price 
of the product permanently remain at the old figure. It may be difficult 
for a producer to dispose profitably of an increased output of a good when 
the demand for the commodity is relatively inelastic; such is the demand 
for some agricultural products.* When the elasticity of demand for a prod- 
uct is unity, the unit production cost of which has been reduced, the decline 
in the cost per unit must be proportionate to or larger than the change in 
per unit selling price at which the market will be cleared, otherwise no 
profit advantage would be obtained from the innovation. Moreover, the 
* Assuming the a | fluctuations, a producer is more likely to install a 
cost-reducing improv ) involves an increase in the fixed costs when interest 
rates are relatively low se rates are comparatively high. Unless a drastic unit 
cost reduction may be lition of relatively high interest rates and relatively low 
wage rates may delay t nt of such improvements. ; 
*It may be noted tl lebt and interest burden prompted by a desire for 
cost reductions may € bility of prices during a depression. 
” While the consu tast e being oriented to the utilization of a larger volume 


of a product whicl at a lower unit price, there may be a short period of 
time during which the lasticity of demand for the good. 
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decline in the unit cost must not be less than the decline in the unit selling 
price resulting from an‘increased output, otherwise the technical advance 
would not be as profitable as the one replaced by it. For the majority of 
commodities it appears that the price must be lowered whenever cost re- 
ductions involve a large output if an accumulation of unsold products is to 
be avoided. When the per capita income remains stationary, prices must 
fall as a result of increasing per capita productivity.*° 

If the producers of a commodity anticipate that price reductions on the 
good occasioned by an increased output will eliminate an opportunity for 
an enhanced profitability, they will be hesitant to apply the production 
improvements. When all possible gains from these improvements are de- 
stroyed by price reductions, the change is devoid of economic advantage 
for the industry as a whole. Because one producer of a good may, how- 
ever, introduce these cost-reducing improvements that he may have an 
economic advantage over his competitors, many or all other producers in 
the industry may be forced to follow the same course as a defense. 

For several reasons instability of the economic system may be generated 
by cost-reducing innovations which also increase the total output of a 
product. First, producers often stubbornly refuse to lower the price of a 
good as soon as the reduction in costs has been realized. Because technical 
advances are made usually to achieve greater profitability, the producers 
wish to retain all the possible gains. As a consequence of these efforts to 
sell a larger quantity of goods at existing prices, an unsold stock of goods 
may accumulate. Productivity per capita out-distances per capita monetary 
purchasing power. After the stocks have accumulated or because a generally 
depressed condition of business exists, the price reductions will be made. 

Second, with a single industry all firms may not adopt technical im- 
provements. Some of the smaller firms of an industry may not be able to 
borrow funds to finance an improvement. Better financial connections and 
a wider market may permit only the large producers the opportunities to 
reduce their per unit cost of production. The producers who do not or 
cannot avail themselves of the technical improvements will be forced to 
sell their products for a lower price when, as a result of the application 
of technical changes, other producers begin increasing their output. Since 
many technical improvements require, as previously noted, an increasing 
amount of capital, it seems possible that some industries will become con- 
centrated under the control of a few corporations. Thus, monopolization 
of industrial production may be aided and hastened by technical advances 


_ Sometimes reductions of the unit cost of producing a good will permit the expansion 
of other industries which utilize this product. Possibly a new industry is begun. Illustrative 
of this situation is the expanding production of safety glass because the price of acetic 
acid—an acetic acid plastic is used to manufacture this glass—has declined from about 
55 cents per gallon in 1915 to its present price of approximately 6 cents per gallon. Some 
producers expect an additional decline in the cost of producing acetic acid. 
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which use increasingly larger amounts of capital. Price reductions resulting 
from a declining per unit cost may be made hesitantly in the absence of 
competition. Cons tly, there may be danger of cost-price inequality 
when per capita productivity increases more rapidly than per capita income." 
An entrepreneur who has been handicapped by a competitor's applica- 
tions of nner: reducing techniques may endeavor to mend his dimin- 
by ‘To ywering the wage rates paid to his employees. It 
is a temporary expedient prompted by desperation. When manufacturers 
find themselves in these dire straits—often they are the small or im. 
poverished enterprisers who cannot avail themselves of these improve- 
ments—they may be able to reduce wages if the labor supply is not com- 
pletely utilized. When the labor supply is fully employed, there is less nes 
likelihood of lower wage rates even though the labor supply is not mobile. kil 
A reduction of per capita income through a decrease in wage rates may bias 
result in a maladjustment between income and productivity, however, there- Wh 
by contributing to cyclical troubles. 
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Finally, the rate or time of the installation of cost-reducing processes 
may vary among the producers of different products. The demand for a 
good, the unit cost of which has not declined, may be altered by the cost 
and price reductions for other goods. When the elasticity of demand is 
unity for goods with a reduced cost, the producer of goods with an un- 
changed unit cost may sell his product at the established price. When 
the elasticity of demand for the former products is, however, greater than 
unity, a larger sum will be spent on goods the unit cost of which has 
declined; the price of the other goods must be reduced. Therefore, pro- 
ducers in an industry for which no technical changes are available may 
be affected by cost-ps hanges in an industry with recent improvements. 

Technical advances in the production of commodities may have several 
additional economic effects. It may be noted that any study of the general 
price level or the stabilization of prices obviously must consider the rate 
and nature of technical advances in production. Some of these price changes 
resulting from mechanical improvements of production are secular, others 
are short-time alterations. These changes in the cost of production may 
invoke shifts in the supply schedules of many products. Thus, this his- 


* Joan Robinson be t because “. . . some firms possess trade secrets which 
enable them to prod heaply than others, there would be no tendency under 
competition for the secret be shared, while under monopoly the best methods known 
to any firm in the industry v 1 be applied to the whole output. . . . In respect of the 
rate at which new met f production are introduced there are two opposite influences. 
On the one hand, the t might find it worth while to carry out research to dis- 
cover new methods, as w pplying those already known to the whole output. . . . On 
the other hand, when ntion has been made, a competitive firm may find it worth 
while to make use of t y process, since the loss from the obsolescence of existing 
plant will fall mainly upon other firms, whereas a monopolist might prefer to delay the 
introduction of the nev ntil the old plant was worn out.” The Economics of 
Imperfect Competition, M 1934, pp. 168-9. 
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torical shifting of per unit costs to lower positions, has engendered a continu- 
ous shifting of supply curves. Through the twenties the “‘pull’” of these 
technical changes on general or special price levels may be observed. 

“Technological” unemployment is a much discussed aspect of continu- 
ous mechanical production improvements. Because this feature has been 
studied widely elsewhere, only brief consideration will be accorded it 
here. If a technical change reduces the number of employees needed, even 
though the output increases subsequently, there will probably be a shift of 
laborers to other industries and occupations. If artisans are affected they 
may be obliged to become the operators of machines or even semi-skilled 
laborers, probably suffering thereby the consequent wage reductions. Wit- 
ness the transformation of telegraph service from that of reliance on the 
killed telegrapher to the installation of teletype machines. The social prob- 
lem of reorienting these displaced workers to new tasks is encountered. 
When the demand for a product is relatively inelastic, technical changes 
doubtlessly will result in unemployment of laborers. For example, because 
there is a relative inelasticity of demand for many agricultural products, 
it is probable that the technical advances in production of agricultural prod- 
ucts may explain the gradual movement of the rural population to cities. 
Furthermore, temporary or permanent unemployment of laborers, which 
emanates from the installation of labor-economizing machinery, will tend 
to disturb the established balance between per capita productivity and per 
capita monetary purchasing power of an economic system. 

During the spread of industrial capitalism through the western world, 
obsolescence has had an influence on the industrial progress or decline of 
the international trade of nations. A rising industrial nation may have, 
if one considers the whole of each nation’s industrial processes, less obsolete 
machinery than a nation with a long-established industrial system. Ger- 
many's rapid industrial rise after 1870 is, in part, attributable to the in- 
stallation of the most “‘modern’’ textile and other types of machinery. There 
was a willingness of German industrialists to accept new techniques, though 
they were discovered in other countries, and to develop the commercial 
success of these improvements. Moreover, technical training advanced 
rapidly in Germany. In comparison with England, Germany's industrial 
system was asserted commonly to be mechanically more efficient. Since both 
these nations sought world markets, it is probably true that comparative 
efficiency of the national industrial plants played at least a minor rdle in 
the succeeding pre-war trade conflict. Likewise, some industries of the 
United States have mechanical advantages over similar industries elsewhere. 
American producers have annexed, for example, a portion of the former 
English foreign market for machinery. Japanese industrialists have com- 
bined the advantages of relatively low wage rates and advanced produc- 
tion techniques in their drive to annex an increasing volume of the Pacific 
and Oriental trade. Japanese textile plants are reputedly more efficient 
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than the English; and this advantage, consequently, is permitting Japanese 
producers to make heavy inroads into the Indian and Chinese cotton goods 


markets which have long been under English domination. Tariffs may 
however, obliterate the international free-working of these differences of 
production methods, costs or prices. As with industries so with industria] 


nations do we note gradations and influences of the types of obsolescence 

A study of static equilibrium economics posits usually the absence of 
changes in the techniques of production which reduce the per unit cost of 
production or improve, particularly for ‘‘consumers” goods, the service. 
ability or attractiveness of products. One of the important dynamic phe. 
nomena of the economic system is, however, the continuous change in the 
technique of production. Moreover, these decreases in the unit costs of 
production have necessitated continuous shifts in cost curves. Sometimes 
this cost reduction to be obtained from improved equipment is sufficiently 
large to prompt the scrapping of existing machinery, though its physical 
usefulness has not expired. Some producers or the producers of an entire 
nation may delay the application of available cost-reducing improvements, 
with the consequent loss of markets. Industrialists may combine to restrict 
or control the application of technical improvements of production that 


existing investments may be protected or labor unions may oppose effec- 
tively the introduction of cost-reducing changes because “technological” 
unemployment may be prevented. 


Obsolescence of a production process or machinery is a risk confronting 
every producer; it is a cost of production which must be approximated by 
management. Moreover, some technical advances may tend toward monopo- 
lization of production in an industry because research costs for such dis- 
coveries often necessitate large laboratory expenditures and because some 
firms may be unable to borrow the large amounts of capital needed to 


utilize the production economies. Furthermore, in some industries patented 
processes or machines are controlled and utilized by a few corporations. 
When there is an increasing fixed cost per unit of output resulting from 
technical improvements, advanced production processes may fare well 
during prosperity but poorly during a depression. In so far as technical 
improvements of production increase overhead costs, they enhance the in- 


flexibility of prices. Dismissal of laborers when a labor-saving, cost-reduc- 
ing technique is installed may result in at least temporary cyclical troubles 
because the relationship between per capita income and productivity is dis- 
turbed. Cyclical disturbances may result also when producers persistently 


fail to reduce the unit price in accordance with decreases in the cost of 
producing a good or when an increased output of goods resulting from 
technical advances does not engender compensatory price changes. 
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CAPACITY TO CONSUME 


The recent appearance of books concerning American consumption, particularly its 
sotentialities, has created the concept capacity to consume. Yet authors of such books have 
made little attempt to define the concept or to recognize its major implications. Capacity to 
consume can be defined as the power to use goods and services in the satisfaction of human 
wants. There are four determining factors of such capacity: (1) wants; (2) goods and 
services available; (3) time and energy; and (4) purchasing power. The importance of 
purchasing power usually has been recognized. The Brookings Institution study, America’s 
Capacity to Consume, strongly emphasizes the income aspect. But the other three factors are 
also important in bringing about consumption, especially when viewed as consumption of 
particular goods and services. Wants must exist and goods and services must be available. As 
for time and energy—they are factors resembling purchasing power since they are needed to 
make wants effective, that is, to transform wants into demand. 

The economist, sociologist and engineer, in seeking a total picture of our 
economy to find the sources of trouble which have got us into our present 
state, have come to realize that consumption is involved, and that to un- 
ravel the threads of cause and effect, the consuming capacity of the Am- 
erican public must be studied. 

The Brookings Institution study, America’s Capacity to Consume,’ is 
based on the assumption that income determines consuming capacity, that 
wants are unlimited, and that all we need is increased income with which 
to turn these wants into demand. The book is a compilation of facts con- 
cerning the distribution of income and the patterns of spending and sav- 
ing of the various income groups; budget studies made in this country are 
the samples by which the behavior of the entire consuming population is 
judged. 

While it is true that increased income means increased ability to buy, 
and while a greater quantity or a better quality may be bought, it will 
be a greater quantity or a better quality of what? It is not sufficient to 
know that the total amount of consumption will be increased. The pro- 
ducer of automobiles, for example, wants to know whether that increase 
will mean greater sales for him. The production economist wants to know 
whether that increased consumption will mean the full use of present 
plant capacity. The consumer economist wants to know whether increased 
consumption will result in greater welfare. 

A short time ago Loeb’s Chart of Plenty* appeared. This is a study of 
present and possible production and of possible consumption in the United 
States. A budget of desired consumption is set up and a measurement of 
probable production made to see whether we can produce what we need. 


“Maurice Leven, H. G. Moulton, and Clark Warburton, America’s Capacity to Con- 
‘ume, Brookings Institution, Washington, 1934. This is the second book of an investigation 
to determine the relation of the distribution of wealth and income to economic progress. 

*Harold Loeb and Associates, The Chart of Plenty: A Study of America’s Product 
Capacity Based on the Findings of the National Survey of Potential Product Capacity, Vik- 
ing Press, New York, 1935. 
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This study has been criticized for a number of reasons,* but its point of aa 
view is a logical one. The Loeb study shows that increased income wil Bi 
mean more consumption and further shows that standards of consumption In 
can be set up to show the direction which this increased consumption limit 
might take. an 

While these two studies have attracted attention to capacity to consume will ; 
neither of them has defined the concept or tried to show what determines jt Budg 


At first glance, capacity appears to mean ability. Defined in this way, 
capacity to produce, for example, means the physical ability for production, 
But capacity to consume does not mean the physical ability to consume. 
It implies more than that. Nor does the term mean ability to buy. A man 


for tl 
the ¢ 
the 11 


possi 


may have the money with which to buy a new suit of clothes, but if he Lc 
does not want a new suit he will not buy. After all, what we are seeking level 
is a term which implies the likelihood of consumption. Perhaps the word distr 
power might be used, in which case capacity to consume becomes the tific 
power to use goods and services in the satisfaction of human wants. time 
The best method of explaining the term is to show what determines use; 
capacity to consume. There are four determining factors: (1) wants, (2) affec 
goods and services available, (3) time and energy,* and (4) purchasing sum 
power. It is largely a matter of #fs. We shall consume a particular good T 
or service 7f we want to, /f it is available, 7f we have time and energy, and desi 
if we have the purchasing power with which to buy. These four determin- of | 
ing factors of capacity to consume are back of most consumption. They ther 
are behind present-day consumption which is pictured in graphs and charts, occt 
in quantities and in dollar values, as orders and as sales. These four factors tion 
will determine what tomorrow's consumption will be, and what that of enc 
next month and fifty years from now will be, assuming, of course, that our 7 
present economic system continues. Although these four factors are inter- but 
dependent and cannot be easily measured it is quite possible to see the cou 
influences affecting then As 
It is recognized that wants help to determine what goods and services tod 
a person will use. From the time of the classical economists onward the 
statement that human wants are unlimited has been adopted as a truism, Ne 
with the assumption that all that is needed is purchasing power to make De} 
these wants effective, to change them to demand. Wealthy individuals, oth 
however, have purchasing power within their grasp, but they do not feel aa 
the urge to use all of it for consumption goods. They have reached a point 
of satiety as far as consumer goods and services are concerned and the te- con 
mainder of their income is turned to capital. Even if there were no interest n 
*See review by R. S. Alexander in AMERICAN ECONOMIC REVIEW, June, 1935, pp- bet 
315-18. H 
*The author is in Miss Elizabeth E. Hoyt for the suggestion that time and 


energy are influences 
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said on that part of their income saved, they probably would continue 


ving, since further goods and services are not wanted. 


In lower income groups, however, the lack of purchasing power does 
mit the fulfilling of many desires and it becomes necessary to note what 
wants take precedence over others, and which will be satisfied first. There 
will always be the most essential wants, for food, clothing and housing. 
Budget studies show the proportion of the family income which is spent 
for these so-called necessities. Engel’s laws, with recent modifications, show 
the change found in these proportions as income increases. And the higher 
the income the less predictable are wants because there is a great variety of 
possibilities beyond the elemental wants. 
~ Loeb sets up standards which provide for consumption on a comfort 
level. Such standards in the future may affect wants, whether income is 
distributed more equally or whether present distribution remains. Scien- 
tific standards of diet, clothing and housing are very few,’ and it will take 
time to set up and to test more of them, and to educate people to their 
use; but such a tendency certainly deserves consideration because it will 
affect the wants of the people and therefore the country’s capacity to con- 
sume. 

The quantity and quality of goods and services which a family considers 
desirable in order to obtain certain satisfactions determine its standard 
of living.® This standard of living is the result of many influences, among 
them the size and composition of the family, place of residence, type of 
occupation, custom, fashion, emulation, advertising, experience, and educa- 
tion. The weight of these influences cannot be determined but their exist- 
ence must be recognized. 

The standard of living includes not only present consumption wants 
but also needs of the future. Influences at work to encourage and to dis- 
courage savings must be considered. Advertising insists that we buy now. 
A system of pensions for old-age security would mean more consumption 
today and less saving for tomorrow. On the other hand there are thrift 


* Both the Brookings Institution and the Loeb studies use the Diets at Four Levels of 
Nutritive Content and Cost, prepared by Hazel K. Stiebling and M. M. Ward. See U. S. 
Dept. of Agric. Circ. 296, 1933. The Loeb budget of possible consumption uses a few 
other standards, e.g., the clothing standard described by the University of California's 
Heller Committee for Research in Social Economics. Work on desirable standards of 
consumption is extremely limited. 

‘There is some controversy over the meaning of standard of living. Some writers would 
consider it the same as the scale of living, e.g., Frank H. Streightoff, The Standard of 
Living, Houghton Mifflin Company, Boston, 1911, p. 2; and N. H. Comish, The Standard 
of Living, Macmillan Company, New York, 1923, p. 62. Others, however, differentiate 
vetween the two terms, using standard of living in a way similar to its use here, e.g., E. E. 
Hoyt, The Consumption of Wealth, Macmillan Company, New York, 1928, p. 242, and 
Hazel Kyrk, A Theory of Consumption, Houghton Mifflin Company, Boston, 1923, 
Pp. 174-76. 
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campaigns and programs of life-insurance companies and of investment 


companies, all of which encourage saving. 

Goods and services available, as the second determining factor of Capacity 
to consume, are made up of: (1) goods already possessed by the con. 
sumer, such as goods produced on a farm to be consumed there, and such 
as durable goods, ¢.g., houses; (2) those goods and services in the market 
which depend upon technological development in this country and in 


countries with whom we trade; (3) those goods and services which come 
from the government, such as schools and parks; and (4) those goods 
and services offered by institutions, employers, and others. With the spirit 


of inventiveness which pervades the country and with present emphasis 
on the producing side of our economy, goods and services offered on the 
market are many 

It will be seen that the factors of wants and of goods and services avail- 
able are interdependent. When wants are made effective, they are a deter. 
mining influence on what goods and services will be produced. Goods and 
services available versely, may determine wants, especially through 
advertising. 


The third fact ich determines capacity to consume consists of time 
and energy which, like purchasing power, are necessary to make wants 


effective. A man may want to travel abroad but if he lacks the time to 
make the trip he has no use for the services of an ocean liner, just as surely 
as if he lacked the price of a ticket. A man may want to take up tennis 
but if he is tired from his day’s labor or if he is ill, he is not a potential 
customer for sporting goods. It is in realization of the limitations of time 
and energy that much of our advertising offers labor-saving equipment and 
articles which do not require time and thought in their use. 

Leisure, with adequate purchasing power, should result in greater con- 
sumption. Shorter and less strenuous working hours can bring about this 
leisure but the likelihood of such action depends to a great extent upon 
the technological a of our productive system and on the inclinations 
of employers. H r, it must be remembered that after all there are 
only twenty-four hours to a day and that human energy cannot be con- 
served and increased indefinitely. 

The final factor, purchasing power, is one of which everyone is aware 
Money income and consumer credit are a part of purchasing power, but 
the most important aspect of money income is what it will buy. Purchas- 
ing power depends upon the state of the price level and the efficiency with 
which money income is used. Index numbers measure the price level. The 
ability of consumers to spend wisely measures the efficiency with which 
money is used. Taxes reduce purchasing power, sometimes without due 
compensation in benefit. There are attempts to raise wages and to raise 
prices; there is instalment buying and there are consumer loans; there are 
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tment ittempts to educate the consumer to get his dollar’s worth. These and 
countless other influences affect purchasing power. 

A real increase in capacity to consume cannot occur until the lower- 
income groups are given greater purchasing power; and, because this fact 
has been quite easily recognized, the other determining factors of capacity 
to consume have been neglected. Yet wants, goods and services available, 
and time and energy are important; and, although they are overshadowed 
by income or the lack of income, they nevertheless have a hand in the 
graphs and charts of today’s and of tomorrow’s consumption. 

ALISON COMISH 
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COMMUNICATION 


Customary Prices 


For many ye s in this country have been quoted at one or two ° 
cents below tl init—$.49, $.79, $.98, $1.49, $1.98, tell the tale 
Several years ag f the large mail-order houses undertook an experimen; Tl 
to discover the sig of these customary prices. If they proved to be of 
no particular im} bstantial economies in accounting were in the offing one 
The merchandisit tives suspected that the pricing tradition survived modi 
because of univer rence; they believed that, if attacked, it would soca cuss 
give up the gl But this was only a suspicion; hence, they proceede: hist 
cautiously. 

Excellent op} ; were afforded to control the experiment. The concern oo 
issued annually tw ilogues, in the Spring and in the Fall; also two - 
small ones, kn trade as flyers, aimed at stimulating trade during rath 
the dull months. It npetitor followed suit. The test was undertaken hou 
one Spring. 7 tal edition of the catalogue numbered approximately HM this 
6,000,000. Variat merchandise offered and featured—a recognition of 0 
economic and cl ferences—resulted in the production of regional cata. A 
logues. Howeve y rather than dissimilarity was their outstanding char. ; 
acteristic. A gro presentative items was selected and priced in “several onc 
regional catalog es $.50, $.80, $1, $1.50, $2; in the we of the edition and 
these identical « were presented at customary prices: $.49, $.79, $.98, 0 et 
$1.49, $1.98. 

The results of iment were as interesting as they were perplexing . 
For certain items e from the customary to the rounded price indicated ae 
that sales were | others, no appreciable effect was noticeable; for still mail 
others, sales wet tionately large. Throughout the trial the prices of the law, 
leading competit f course, remained unchanged. Detailed records of and 
sales in the prec present period by classes and by regions permitted T 
the company to a th a fair degree of certainty, for all variables influ. ” 
encing demand, han the departure from customary prices. Although con. 7 
siderable effort o interpreting the results, the data would not lend Spot 
themselves to § [he vice-president in charge of merchandising rela 
ventured the g the losses were balanced by the gains. He realized botl 
full well that a rey n of the experiment might yield sufficient additional tot 
data to permit of finite conclusions. But when a change of one cent a til 
yard led to a los he experimental zeal, even of a daring business 
man, was likely to | in check. Next time the losses might not be offset “ap 
One thing was tition was itself a custom limited by the history of pov 
institutions, by tl ry of the competitors. The searcher after profits | 
would continue to | spects to both. aut 
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social codperation and the corporate habit of mind.” This changed outlook 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


Economic Thought and Its Institutional Back ground. By Harvey W. PECK. 
(New York: Farrar and Rinehart. 1935. Pp. 379. $3.00.) 


This book covers about the same ground as do most of the works on the 
history of economic thought. There is rather more emphasis, however, on 
modern developments. Nearly half of the volume is given over to the dis- 
cussion of such topics as: the newer capitalism, economic theory and economic 
history, institutionalism, welfare economics, and collectivism. Although 
the coverage is similar to that of other books, the whole approach is quite 
different. The aim of the book, in the words of the author, ‘‘is explanation 
rather than prediction, the explanation of how various types of economic 
thought came into existence.’ His thesis is frankly evolutionary. To aid in 
this process of explaining ideas from backgrounds, the historical and insti- 
tutional factors are given much weight. 

As a result of his excursion into institutional backgrounds, the author 
concludes that there are but two universal laws—namely, demand and supply, 
and the law of the proportion of factors. These laws are applicable not only 
to economic analysis but also to most other social disciplines. Many of the 
so-called laws formulated by the classical and marginalist schools are relative 
and conditioned by the particular environment of the time. These laws, in the 
main, were standards or yardsticks, and were based on the fictions of natural 
law, individualism, marginal utility, mobility of factors, the economic man, 
and static society. 

The factors of production are legion: they include land, labor, capital, the 
entrepreneur, and, too, such factors as money, government, social customs, 
sports, and recreation. In the author's analysis the limiting factor—the one 
relatively scarce—has great significance, and is dominant in determining 
both the principles and the institutions of any given historical period. Thus 
to the medieval world the limiting factor was law and order; to the mercan- 
tilist era, commerce; to the French physiocrats, land; to later classicism, the 
capitalist-employer; and to the new economic analysis, minerals, sources of 
power, and lubricants. 

In the chapter on the “newer capitalism’ the argument indicates the 
author's apparent fondness for a planned economy and an ethical solution. 
He asserts that the newer capitalism is typified by the technological as well 
as the financial point of view. It no longer assumes free competition, laissez- 
‘aire, and the perfect mobility of labor and capital. The long-time static 
period is broken up into a series of short, dynamic periods in which inven- 
tion and change are normal. ‘The steam engine, the automobile, and the aero- 
plane are further changing human nature, making for mass production, the 
decay of Jacksonian democracy and frontier individualism, and the rise of 
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i the corporate habit of mind.” This changed outlook 


strial structure and is as characteristic of agriculture 
| transportation. Massed capital, growing rigidities 
is the story. The older theoretic individualism j 
socialized individualism as an ideal. Since modem 
cessary vision or will to achieve the socialization of 
iction and ultimate values as standards of soci| 
about only through centralized education—propo. 
planning and control. 
thusiasm: it is keen and penetrating in its analysis, 
graceful in its use of language, stimulating in its 
ty of the reader. One may be somewhat disturbed 
yn of diminishing and increasing returns, the essen. 
rs of production, invention and change as normal, 
1al implications. However, there is such a substan- 
nt as to make this book, in the judgment of the te. 
ublication in the field of economic thought. 
EVERETT W. Goopuur 


Fascism. By LAWRENCE DENNIS. (New York 
320. $2.50.) 


pped by education and experience to offer a pioneer 
fascism. Graduating from a leading university, with 


in a prominent firm of investment bankers and 
of the government, he should, in my opinion, 
Italy and Spann in Austro-Germany as a theortti- 


mpanied by Corey’s Decline of American Capi- 

| recently, in this Review, with my theory of “col: 

h theory of economics has today its practical 

Russia, Dennis has Italy, and Sweden has collective 

Dennis, one should read his preceding book, 

fo understand Corey one should read his subse- 
Middle Class. 

the leading theory of American communism, as | 

leading theory of American fascism. For sev- 

ygnized leader among the American communists. 

le sees a curious correlation—and even a similar 

ts of American communism turn on the amazing 

efficiency in production. The prospects of fascism 

lations engineered by investment bankers. With 
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uutlook MH American bankers exploit the American investors. With Corey over-pro- 
culture MM Juction by employers causes depressions and unemployment. With Dennis 
idities over-indebtedness by investors causes depressions and unemployment. 
ism is MB Corey makes technology all-important. Dennis makes technology subordi- 
rodem aate and unimportant but makes investment all-important. Corey makes 
On of MM revolt of wage-earners the occasion for communism. Dennis makes revolt 
Social HM of small investors and middle-class capitalists the occasion for fascism. 
Propo- The historical economist can see the similar issue in the debate between 
Marx and Proudhon ninety years ago. Proudhon espoused the small capi- 
alysis, HM talists, the retail merchants, the sweat-shop contractors, the peasant farmers, 
in its HMB the individualists, against the merchant capitalists and the bankers who 
‘utbed MM financed them. Marx espoused the wage-earners then coming to the front 


essen MB in the technology of employer capitalism. Each ended in dictatorship as 

otmal, HF do also Corey and Dennis. Napoleon III took over the practical application 

bstan- # of Proudhon’s theory, but Marx had to wait for Lenin and Stalin. 

he te. Dennis cautions Gerard Swope and Owen Young against their effort to 
bring about a capitalistic fascism. For, he says, since business is based only 

UE on profits, it can create no popular enthusiasm. Fascism, when it comes, 


will be led by a popular hero who can inspire the masses. It will be a peo- 
ple’s fascism. He sees no such leader in Roosevelt, who is continually com- 
York promising with the big capitalists and the politicians of his own party. Yet 
I see in Roosevelt an effort toward the collective democracy of Sweden. 
oneer If communism and fascism come out each with a dictator, each will 
with # abolish the Supreme Court, state sovereignty, legislatures, politicians, politi- 
sand MM cal parties, and will have but one small militant party headed by a dictator, 


nion, J who appoints and removes all the judges, executives and councillors, in- 
orc MM stead of legislatures. This is simple enough, and Dennis has Pareto, Spann, 
Mussolini and Hitler for reference, while Corey has Stalin. 

Capr- Evidently, either communism or fascism will end in militarism. Dennis 
“Col: allows five years for the United States to decide whether fascism shall come 
ctical by means of the next world war, or through a peaceful revolution, which 
‘ctive B® he prefers, within that period. 

00k, He is, of course, rather playing with the idea of a peaceful revolution, 
ubse- perhaps like Mussolini’s march on Rome or Hitler’s storm troops and 


popular election. I believe Napoleon III had a peaceful popular election. 
as | But Dennis expects the world war to do the trick. The bankrupt farmers 


SY" reduced to laborers and the millions of unemployed will furnish the recruits. 
nists. All of his arguments are against the possibility of peace. Neutrality is im- 
nilar possible, judging as he doubtless does, from his diplomatic experience. Price 
izing stabilization and security-exchange stabilization are impossible, wherein he 
casi mistakenly identifies stabilization with inflation, as can be seen by comparing 


vith Sweden. 
the 


In fact Dennis works out, in great detail and evident familiarity with 
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theory of business cycles based on ovet-investme; 


; the cause of over-production and unemploymen; 
than the Marxian technological theory. His fascisn 
ynomy’’ which he thought in his former book, ty 
omplished by progressive taxation and rapid dety. 
treme of taxation and confiscation of debts, he noy 
mplished except through the dictatorship of fascism, 
uncellation of long-time debts, through suppression of 
with its enforcement of the obligations of contracts. The 
: would be the short-time debts of commercial banking 
lisrespectful of the “kept economists” of the capitalis 
essary, and not quite as gentlemanly as Corey, who had 
il experience as leader of American communists. Y¢ 
ns in America are that the prospects are better for 
nunism. But the distinction should be made between 
phesies and the politician who executes. Mussolini pro- 
he abolished progressive inheritance and income taxes, 
xpected by Dennis will probably come to terms with 


1 the investment bankers. 
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Generale e Corporativa. By GUISEPPE UGo PapPi. Vols 
Milani. 1934. Pp. 292; 317; 243. L. 35; 35; 25.)} 
ure the aporemes presented both by economic writings, 
state the postulates and hypotheses from which thei 
inferred or deduced, and by so-called factual writings, 


scribe almost everything in modern societies but which 


student lost in a maze of apotheosized but unstated 
tld treatises have generally emphasized the postulated 


pproach, while American discussions have veered away 


ttitude toward the descriptive treatments. Professor 

ire no exception to this debatably valuable contrastive 
» feeling that any “system” of economics must be de 
ity will both find enthusiastic support and encounter 
to its conclusion, his “system” would operate to erect 
ureas as sharply bounded (and probably as severel 
political areas; each area would be autonomous and 
to economic warfare as to welfare. To the interns 
lent this would be vindicated nationalism under which 


has been merely enlarged from the hedonistic indi 
stic state. 


lumes appeared in June, 1935. 
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Those who support a pragmatic philosophy of economic statesmanship 
will find Professor Papi's arguments upon the aims of political economy 
much to their liking. A few will desire more rigorous proof than his that 
the prime functions of organized societies are: (1) to maintain internal 
economic efficiency, (2) to determine the goal of societal endeavor, and (3) 
to seek successively greater human achievement. The student who has ad- 
vanced in his economic study to the point of realization that inconsistencies 
arise automatically in any “‘system”’ solely by virtue of the passage of time, 
will find Papi’s predilection to ignore such things disturbing as well as 
pleasing. An outright statement that any system is thus destroyed by virtue 
of the dynamic nature of society would, in the opinion of the reviewer, have 
added materially to the value of the groundwork of the volumes. There is 
not yet sufficient justification for dogmatism in a dynamic, intensely human- 
istic world to expect any “‘system’’ to be either completely universal or 
ultimate in its principles. 

Professor Papi’s theory of value is erected about the Austrian subjective 
analysis but projected into a socio-political system; his price theory is a 
simplified version of the quantity theory, seemingly as a necessary antecedent 
to the positive control of corporativism. Relatively little attention is accorded 
the subject of taxation as a method of redistributing social income, yet 
taxation is of first importance in all societies of the modern world, whether 
collectivistic or modified, individualistic capitalism. However, Volume II 
gives considerable emphasis to monetary policy as a means of stabilizing 
prices, hence, by implication, preventing redistribution through violent in- 
lation or deflation. The economic cycle is analyzed almost exclusively from 
the standpoint of money and credit, a treatment which sociological scholars 
will assail. 

The merits of subjective, individualistic, short-term planning and opera- 
tion in capitalistic societies are given terse statement; those of objective, long- 
term analysis of corporativism are stated at length. More extended treatment 
of the contemporaneous problems faced by the two types of economic order 
would have added materially to the worth of the three volumes. 

F. F. BURTCHETT 

University of California 


NEW BOOKS 
ALLEN, R. G. D. and Bow ey, A. L. Family expenditure: a study of its varia- 
tion. (London: P. S. King. 1935. Pp. viii, 145. 9s.) 

This study is a technique of measurement of deviations from the average 
in family expenditure studies by means of preference curves based on curves 
of indifference. Though based on consumption data, it is not a presentation 
of new consumption theory, although it offers a means by which theory could 
be checked or new theory could be developed. The chief interest of the book 
as it stands will be to mathematical economists. 

ELIZABETH Hoyt 
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ARNDT, P. Rentabil: Kritik der Lehre vom Unternehmergewinn. (Berlin: 
Heymann, 1935. | i. RM. 5.) 

Brown, H. G. E ience and the common welfare. 6th ed. (Columbia 
Mo.: Lucas Br $2.75.) 

BUKHARIN, N. I thers. Marxism and modern thought. (New York: Har. 
court Brace. 1935. P} ii, 342.) 

Hortcnkiss, W. L. T/ v of wage action. (Cleveland: Eaton Pub. Co. 1936. 
Pp. 238.) 

KEYNES, J. M. T/ ral theory of employment, interest and money. (New 
York: Harcourt B 1936 iZ xii, 403. $2.) 

LENZ, F. Friedrich I r Mann und das Werk. (Munich: Oldenbourg. 1936, 
Pp. x, 441. RM. 17.) 

Marx, K. Capital: a critique of political economy. Translated from the German 
by SAMUEL Mos ind Epw ARD AVELING. Rev. and enl. ed. (New York: 
Modern Library Pp. 869. $1.) 

Mi1, J. S. John Stu Mill on the measure of value, 1822. Edited by J. H 
HOLLANDER. Reprint of econ. tracts. (Baltimore: Johns Hopkins Press. 1936 
Pp. 24. $1.) 

MITCHELL, W. C., « t. What Veblen taught: selected writings of Thorstein 
Veblen. (New York: Viking. 1936. Pp. xlix, 503. $3.) 

The appearance of this book furnishes additional evidence of the growing 
interest in the work of Thorstein Veblen. In this connection we may mention 
two other recent publications, Essays in Our Changing Order, edited by Leon 
Ardzrooni, and Joseph Dorfman’s Thorstein Veblen and His America. 

Students of Veblen will welcome this compact and well-arranged compila- 
tion. Professor Mitchell’s editing reveals keen understanding and a fine balance 
of judgment. Quite fittingly the longest selections are taken from The Theory 
of the Leisure Cla id The Place of Science in Modern Civilization. It may 
be said that while Ardzrooni collection emphasizes the remarkable range 
of Veblen’s interests, the work under review brings out clearly the persistence 
with which he str rtain ideas, as well as the peculiar unity of thought 
underlying all of hi rk 

While readers g¢ y will appreciate the service rendered in making this 
new ws availal the reviewer feels that special emphasis should be 
placed upon the « s introduction. This presents a sympathetic and dis- 
cerning interpretat f Veblen’s peculiar background and of the significant 
influence of this background upon his later life and work. While the selec- 
tions furnish an ex nt summary of what Veblen thought, the introduction 
goes far in explais vhy he thought as he did. 

J. E. Morrat 

MITSCHERLICH, W. ! Lehre von den beweglichen und starren Begriffen. 
(Stuttgart: Kohlhar 1936. Pp. xviii, 451. RM. 16.) 

MORGENSTERN, O. / bi fondamentali della teoria del valore soggettivo 
(Pavia: Treves. 1 Pp. 52.) 

A translation into Italian by Dr. G. Parravicini from the original German 
of Morgenstern. The original was published in Volume 183II, 1931, of the 
Schriften des Vereins fir Sozialpolitik, and the translation was published in 
Volume VII of the Annali di Scienze Politiche. 
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pppinG, H. E. Behov och levnadsstandard. Ekonomiska Samfundet i Finland, 
ckrifter 1. (Helsingfors: Holger Schildt. 1935. Pp. 158. 40 fmk.) 


This work is published in Swedish, even though it is issued by the Finnish 
Economic Association—a very interesting fact in these days of ardent Finnish 
nationalism. 

A large part of the study is devoted to a minute explanation and comparison 

of pertinent terminology used by economists and sociologists in the German, 

English, Scandinavian, and French speaking countries—to clarify exactly the 

various issues and contentions involved. Thus it is of great usefulness to 

students in the Swedish language; the author is very precise, though laborious, 
1936. in his explanations. 

The author’s important thesis is to clarify what is (or, can be) meant by 
rman living standards and the concomitant socio-economic needs (economic-social- 
‘ork: psychic) involved: that such standards necessarily vary in accordance with the 

obviously and necessarily existing socio-economic classes in any country; how 
|. H such standards may possibly be measured; the interdependency of such stand- 
1936 ards with both private and collectivistic savings and expenditures; the forma- 

tion and extent of ‘normal’ socio-economic classes and families, etc. Time 
‘stein and again the author emphasizes that, though the hedonistic, psychological, 
and margin-loving economists can be criticized adversely on many points, their 
fundamental ideas (in spite of Veblen) are on the whole sound and correct. 
Many of his arguments parallel closely—even directly—those of the American 
sociological economist A. B. Wolfe. 

Hardly anything new is presented. It is almost wholly a summary in Swedish 
of the ideas of the leading welfare economists, probably meant for Finnish 
students as an “antidote” against communistic ideas from Russia. 

LypDER L. UNSTAD 
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ange sylvania Press. 1936. Pp. xix, 341. $3.) 
ence Ritey, E. B. Economics for secondary schools. Rev. and enl. ed. (Boston: Hough- 
ught ton Mifflin. 1935. Pp. vi, 452.) 

Ropsins, L. An essay on the nature and significance of economic science. 2nd 
this ed. (New York: Macmillan. 1936. Pp. 178. $3.50.) 
d be SARKAR, B. K. The theory of wages in the light of social insurance and public 
dis- finance. (Calcutta: Author, 45 Police Hospital Rd. 1936. Pp. 21.) 
icant A paper, based on experience in India, for the nineteenth Indian Economic 
elec- Conference, Dacca, January, 1936. 
ction Wenot, F. Entfesselung der Wirtschaft: der Entwurf einer Krisentheorie. (Bet- 

lin: Author, Speyererstrasse 27. 1935. Pp. 56.) 


\T This “sketch of a theory of crises” addresses itself to “‘everybody,’’ though, 
so the author hopes, the science of economics might also benefit from it. Its 

ffen thesis is that ultimately the ailments of our economic system, as manifest in mass- 
misery in the midst of plenty, are due to interference with the “natural” course 
of the productive process, mostly in the form of raising wages of labor above 
their “natural’’ price, which, like every other natural price is determined solely 
by supply and demand. Government interference through labor legislation and 
other industrial regulations as well as trade-union action, in raising wages above 
their natural level, discourages business, raises prices, makes for ever more 
precipitate displacement of labor by the machine, thus increasing unemployment 
and decreasing mass purchasing power. 
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Is the author tl imirer of the early era of unbridled capitalism, when 
workers and work« vives and children slaved 16 hours a day for their “pa. 
ural” starvation wages? By no means: though he is hard-hearted enough to 
grant that in the early phase of the industrial era mass starvation was necessary 
to squeeze out of the industrial process the capital needed for building up of 
the industrial machi (A fitting comparison is seen in the lack of consump. 
tion goods in Russia during the first five-year plan.) In our days of plenty, how. 
ever, with plant ar achinery abundantly in existence, what is needed js 
mass consumption nass starvation. The remedy for the periodic stagna. 
tions in the econor process can, therefore, consist only in providing more 
purchasing power for the masses. Not, however, through higher wages; nor 
through artificially ted work; nor, indeed, through changes in ownership: 
but by diverting as great a share as is needed to social use. He thus proposes heavy 
taxation of all unearned income, inheritance and gift taxes, with the twofold 
aim: to prevent superfluous further capital investment, and to make this wealth 
directly available for mass consumption. How? First through such measures as 
tax exemption for wage earners, free education and recreation to alloy 
the workers to make culturally valuable use of their increased leisure; and last. 
not least, through radually increasing bonus to supplement the naturally 
falling wages.” 

The fact that the author is his own publisher might be due to his various 
implicit criticisms of Nazi economics which German publishers these days per- 
haps prefer not to 

JOHN V. SPIELMANS 
WICKSELL, K. Int id prices (Geldzins und Giiterpreise): a study of the 


causes regulating ti 7 f money. Translated from the German by R. F. 
KAHN. (London: \ illan. 1936. Pp. xxxi, 219. 2s. 6d.) 


Economic History and Geography 


Sweden: The Middle Way. By Marquis W. CuiLps. (New Haven: Yale 
Univ. Press. 1 Pp. xvi, 171. $2.50.) 

This is an excellent and informative study of some important collectivistic- 
economic activities in modern Sweden. The book is well written—by an 
honest admirer of Sweden and the common-sense way and methods of the 
Swedes. When Americans say, ‘““You can’t do this and that because it is 
against Auman natu) Mr. Childs can honestly and truthfully reply 
“Nonsense, look at wl he Swedes have done. Their unquestioned success 
(in spite of Cassel talistic commiserations) in collectivistic socio-eco- 
nomic endeavors—in a democratic country with democratic ways and meth- 
ods—defies the so-called economic laws.” 

This study deals not with the entire industrial life of Sweden, but with 
the various phases of the commercial and productive activities of the codper- 
ative movement as well as the industrial enterprises of the state. Some 
chapter headings are: ‘‘What the codperatives have achieved,” “Breaking an 
international monopoly” (the General Electric Company, the Cash Register 
Company, etc.), “Loy tt housing,”’ ‘“The state in industry,” national 
power system,” “The state as a monopolist,” “Liquor control that works. 


304 102/ 
The 
Dent 
chat 
thre 
] 
adyu 
Thi 
gfe 
cult 
for 
reac 
tne 
ecol 
hor 
tol 
the 
gra 
rat 
] 
eal 
up 
m<¢ 
Sy 
nt 
p 
it 
W 
i 
tl 
t 


[ June 


when 
“nat. 
igh to 
essary 
Up of 
sump. 
led js 
agna- 
More 
nor 
ship; 
heavy 
ofold 
ealth 
eS as 
allow 
last, 
rally 


rious 


1936] Economic History and Geography 


There is an instructive chapter on the successful coéperative movement in 
Denmark. Most interesting of all (socially, economically, politically) is the 
chapter on “‘Socialists, king, and capitalists’—which explains how the 
three apparently antagonistic institutions continually make compromising 
adjustments (the king and capitalists receding) without open violence. 
This must prove to the ardent followers of Marx and Lenin that positive 
gradualism” is possible in a country with a general and high degree of 
culture and education. Capital and labor realize that violence means death 
for both; and an “‘over-night reform” is too sudden for intelligent and solid 
readjustments. However, “many capitalists in Sweden had secretly welcomed 
the German Nazi reaction’’; but Ivar Kreuger’s demise showed the national- 
economic danger of capitalism in large aggregations. 

The spirit of their folk high schools (ethico-codperative, of personal 
honor, common sense, and personal and intelligent responsibility) has come 
to fruition; they have no hypocritical “back to the Constitution” movement; 
their leaders are motivated by personal integrity and idealism; ‘‘there is 
virtually no public graft in Sweden”’; “they are committed to a cautious 
gradualism, advancing step by step with the approval of the overwhelming 
mass of voters’’; ‘‘they are concerned with the well-being of the social order 
rather than with socialization as a concept, as a goal’’; ‘‘social and economic 
education has penetrated to the mass of the people and it has been built 
upon inherent regard for democratic institutions’’; “they tended to prevent 
monopoly concentration of capital and industry and all the self-destructive 
elements inherent in the rapid concentration of wealth’; “the communities 
take pride in what has been done”’ (collectivistically); ‘the wisdom of the 
Swedes lies above all in their willingness to adjust, to compromise, to 
meet what appears to be reality, for they have not been bound by a ‘system,’ 
nor have they been committed to a dogma; in a sense they are the ultimate 
pragmatists, interested only in the workability of the social order’’; “here is 
acountry that has found for the time being at least a moderate solution for 
its (socio-economic) problems.” Thus, they advance along the “the middle 
way'"—between extremes—with an intelligent and temperate outlook on the 
path of socialization. The former Vikings have become the most peace-lov- 
ing, generally educated, cultured, reasonable, and healthy-minded people 
existing. 

Childs is obviously mistaken in thinking of “inherent qualities which set 
them (Scandinavians) apart from most peoples.’ For, Calvinistic individu- 
alism in socio-economic relationships never got a real foothold there; and 
many of the old Germanic coéperative customs in everyday life have re- 
mained among them (as the natural order of life) from tribal days to our 
times. 

LypDER L. UNsTAD 

Alma College 
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Mercantilism. By Ei F. HECKSCHER. Translated by MENDEL Snapipo, 
Vols. I and II. (New York: Macmillan. 1935. Pp. 472; 419. $15.09 
the set.) 

This work of Professor Heckscher is a crowning proof of years of pains 
taking study of economic history and theory. Whereas the economic polic; 
of the medieval world is reasonably clear, and whereas that of the nine. 
teenth century also is, there lies between a period which has defied cop. 
sistent interpretation. A large literature devoted to “‘capitalism,” “nation. 
alism,’” and “‘mercantilism,’’ has, for the most part, succeeded only in 
confusing the picture, and has proved once again that ill-defined concepts 
degenerate into words to conjure with! Professor Heckscher has not been 
beguiled by these pitfalls; for him “mercantilism’” is purely an “instru. 
mental concept which, if aptly chosen, should enable us to understand a 
particular historical period more clearly than we otherwise might.” 

Viewing the whole European situation broadly, Professor Heckscher has 
concluded that economic policy between the medieval period and the age 
of Jaissez-faire sought two ends: economic unification and state power, 
These ends were sought by means of protection on the one hand, by 
monetary policy on the other; and only these means ought to be regarded 
as the economic aspects of mercantilism. Out of the quest for unification 
and power there a however, a conception of society, essentially irreli- 
gious, involving a theory of social causation which partly coincided with 
the ideology of /a zire although it was basically antithetical. 

The whole of Volume I is devoted to the legislative history of the 
attempted economic unification. Drawing examples from many countries, 
Professor Heckscher has painted an indelible picture of the way in which 
economic policy tried to overcome the particularism of the medieval system 
by suppressing local tolls, weights and measures, or coinage. The unifying 
process is next illustrated by describing the internal state regulation of 
industry in France and in England. These detailed chapters reveal funda- 
mental differences between the two countries; in France the state-wide 
system of minute regulation merely widened medieval forms of regulation; 
in England, the vigorous opposition of the common-law courts prevented 
extensive state interference with industrial freedom so that national regu- 
lation of industry lapsed from within.” Since medieval municipal 
control could not regulate foreign trade, political unification automatically 
brought this economic area under state auspices, and Chapter 7 in Volume! 
outlines in detail the efforts of governments to regiment foreign trade and 
interspatial business for their own ends, Part II, ‘‘Mercantilism as a system 
of power,” is handled somewhat less adroitly. No truly convincing evidence 
is presented to show that power was always an end in itself, although 
Professor Heckscher is quite right in emphasizing the dominance of a static 
conception of world resources as a cause of commercial warfare. 
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Up to this point, no real difficulty has arisen. In the parts devoted to 
protection and monetary theory (the economic aspects of mercantilism ) 
the situation is somewhat different. Heckscher’s argument is this: There 
can be only three attitudes of economic policy toward goods: (1) indiffer- 
ence as to their abundance or scarcity (illustrated by the attitude of mer- 
chants toward profit-yielding inventories) ; (2) a “hunger for goods” (illus- 
trated by economic policy in a non-monetary society) : (3) a “fear of goods” 
‘illustrated by tariffs created at the request of domestic producers). When 
fear of goods’ dominates economic policy, exporting will be furthered, 
importing repressed and, as a result, monetary policy will necessarily be 
pointed toward generating an import surplus of precious metals. To bring 
his historical analysis in line with this general hypothesis, Professor 
Heckscher is compelled to find a correspondence between “hunger for 
goods” and medieval economic policy, followed in turn by an increasing 
“fear of goods’’ correlated with the growth of economic unification, with, 
ascendancy of power as an end of governmental policy, and with mercantil- 
ist monetary theory. The facts which Heckscher has assiduously marshalled 
justify the hypothesis reasonably well, but there arises inevitably the major 
question of how close a correlation is necessary. Certainly the “hunger for 
goods” does not disappear in the period between the Middle Ages and the 
age of laissez-faire although “fear of goods” is abundantly woven into 
mercantilist writings and into contemporaneous legislation. May it not be 
that the writings of merchants and producers (who normally would reflect 
either indifference toward or fear of goods) have been over-emphasized? 
There is precious little ‘fear of goods” in the writings of scientifically- 
minded English mercantilists (e.g., Yarranton, Petty, Grew) and corre- 
spondingly limited consideration of the necessity of an import surplus of 
metals. Moreover, only “hunger for goods” can adequately explain the 
growing seventeenth-century enthusiasm for labor-saving devices, which 
Heckscher has real difficulty in reconciling with his interpretation. 

This query, however, ought not to be construed as an assault on Professor 
Heckscher’s general argument; the issue is rather whether his criterion is 
wholly or only partly applicable. Every student of mercantilism will be 
rejoiced that at last the desperately difficult problem of interpretation has 
been tackled synthetically. Moreover, every close reader of this colossal 
piece of research will realize that it provides not merely a microscope 
through which one may see the details of the formative period in modern 
economic history, but also a vantage point from which to appraise the 
trantic efforts now being made to mold new economic policy which will 
replace the crumbling ruins of Jaissez-faire. 

E. A. J. JOHNSON 
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An Economic H: f Canada. By MARY QUAYLE INNIs. ( Toronto 
Ryerson Press. 1935. Pp. ix, 302. $3.00.) 

Though formal studies of Canadian economic history have been pursued 
for the past fifty years, no previous author has written a comprehensive 
economic history of the country. There have been cooperative works such 3s 
Canada and Its Provinces and the Canadian volume in the Cambridge Hi. 
tory of the British ] re; but in these several authors have collaborated 
and there is no single point of view and no unity of interpretation. Further 
in such works the economic history is likely to be a mere addendum to 
general history. Mrs. Innis is to be congratulated on having made a cour. 
ageous venture, and on having been highly successful in her achievement 

This volume is much more than a conventional pedestrian chronicle of 
economic events and policies. It is the result of intensive research, is illum- 
inated by thoughtful interpretation, and is an example of scholarly expos 
tion. The approach to the subject is geographical and technological; the 
geographic formation of the Pre-Cambrian shield which covers a large 
portion of the Canadian area is basic to an interpretation of economic de. 
velopment. The geographic basis and successive technological changes per: 
mitted the development of a series of export staples which with their sub- 
ordinate industries mark the important periods of Canadian economic 
history. Since Canada is only emerging into the position of a mature econ- 
omy, the line of its development to the present is clearly marked by cod, 
beaver, oak staves, potash, timber, wheat, sawn lumber, gold and silver, 
pulp and paper, and non-ferrous metals. 

The book places in its proper perspective the major importance of trans- 
portation in the economic life of the country. Its cost is a mecessary and 
heavy overhead whose distribution is at the base of many economy problems 
and cleavages. Given great length of territory and wide gaps in the traffic 
areas, the dominant influence of transportation becomes inevitable. 

It has frequently been said that Canada is a country created in defiance 
of geography, but Mrs. Innis takes the view that, though divisive in some 
fields the Pre-Cambrian shield gives the essential unity and character to the 
country. Its existence may have delayed economic development but it gave 
to the country its characteristic features. These considerations underlie Mrs. 
Innis’s interpretation of Canadian economic history, but the book is not an 
essay in interpretation; it is, in addition, a vivid account of the development 
of economic activities and institutions. There is a sound interpretation of the 
developing processes through which the present Canadian economy func: 
tions. 

One cannot compare Mrs. Innis’s book with others because in its field 
it is unique. But one can say confidently that it is a good book, well planned, 
well written, and fully documented. 

W. A. MACKINTOSH 
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Annali di Economia. Vol. x, no. 2. (Padua: Milani. 1935. Pp. 263-763.) 

One of the essays in this volume is especially provocative. If the positions 
ttakes are true, far-reaching though secular changes are undeniably in store. 
The argument is old enough, but newer developments give it new point. It 
is worth while at least to summarize briefly the thought of Marco Fanno, ad- 
vanced in his essay on tendencies in world economy and the new protection- 
ism of England. 

As late as the middle of the eighteenth century, business units were small 
and countries maintained partially closed systems of economy. An era of 
inventions brought lower costs and prompted trade between populous coun- 
tries and countries with raw materials. By the nineteenth century the inter- 
national division of labor had become a world phenomenon and England, 
under free trade, the world’s workshop. World economy was a system in 
which England was the center of gravity. Her grandeur and power derived 
from her privileged position. Her surplus population, and that of other 
industrial countries, emigrated to newer lands, where they entered agricul- 
ture and by shipping their products to the home country enabled it still 
further to increase its industries. To protect her emigrants and her trade 
she found a strong navy necessary—it is no matter of chance that England, 
of all countries, has had the greatest weight in international affairs. Thus 
countries that by their initial differences were populous or agricultural be- 
came parts of one economy. The new equilibrium, however, was not stable. 
The agricultural countries became more populous and themselves estab- 
lished industries, partly with foreign capital (cf. English capital in Japan 
and India, capital of various countries in Italy). One after another the new 
countries closed their markets, whereupon specialized production in the old 
countries involved a risk. The system of 1800-1880 disappeared: the old 
industrial countries were forced to seek self-sufficiency by producing their 
own food, so that international trade shrank still further. The unitary world 
economy has been replaced by a series of partially closed countries, each 
at once agricultural and industrial; free trade has become a historian’s 
phrase, 

The new world system implies the economic supremacy of territorially 
large countries at once agricultural and industrial. In the present transi- 
tional era, while some countries contract others will be found to expand— 
chiefly, in Europe, Germany and, in Asia, Japan. Japan recalls England of 
the early nineteenth century, but with a difference, for she faces a world 
already well industrialized and partly closed. 

Most hurt by all these changes is England, whose foreign trade is re- 
stricted to markets she once deemed secondary. In these she now faces 
German and Japanese competition, the harder to meet because of her high 
costs and backward methods. More and more her export industries turn to 
the home market. Many industries are chronically depressed, cotton and 
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coal only in exceptional degree, For twenty years, England’s foreign trade 
has been stationary. She has permanent unemployment, and her industria] 
character is a misfit today 

The measures she has taken to restore her position only reveal the ex. 
tremity of her plight. Devaluation of the pound has reduced real wages, 
Tariffs have been instituted to protect agriculture, and imperial prefer. 
ence has been adopted. The stronghold of liberalism has capitulated, 
discovering that free trade is only for countries of unmatched industrial 
position. British desires notwithstanding, Canada prefers American goods 
to British. There are, to be sure, large investments which will long permit 
England to import more than she exports. The success of restrictive measures 
will partly depend on a strong navy, but since concession after concession has 
been necessary to rival navies, British strength is relatively much lessened. A 
new world system will hardly come by peaceful ways only. 

Besides the leading essay in the volume, attention should be directed to 
Mortara’s study of state intervention in Britain (coal and electricity), also 
to Fasiani’s essay on English tax problems, Fossati’s on English monetary 
theories, Moretti’s on the depression in Italy and Griziotti’s on develop- 
ments in the theory of finance 


ROBERT F. FOERSTER 
Princeton, Neu jersey 


NEW BOOKS 
BAUER, C. Unternehmung und Unternehmungsformen im Spatmittelalter und 
der beginnenden Neuzeit. Miinchener volkswirtschaftliche Studien, Heft 23. 
(Jena: Fischer. 1936. RM. 9.) 
BENGTSON, N. A. and VAN ROYEN, W. Fundamentals of economic geography 
(New York: Prentice-Hall. 1935. Pp. xxviii, 802. $5.) 
The authors interpret geography as a science dealing with the conditions 
under which human beings live. They have presented their subject matter in 
a simple and readable style. The use of technical terms and discussion of topics 
of only professional interest have been avoided. 
Introductory chapters covering a fifth of the book set out the general condi- 
tions which determine human habitation. About equal emphasis is given to 
water power and mineral resources in their relation to industrial civilization. 
Analysis of the climates of the world and of the degree to which the various 
climatic regions can contribute to human life through their vegetable and ani- 
mal products is presented as introduction to a discussion of the chief agricultural 
and forest industries. The volume closes with a review of the industrial and 
commercial areas and their products. 7 
No attempt to break new ground is made in this book but it excels in sim- 
plicity and clarity of statement and is based on the latest information avail- 
able in all the fields discussed. It is a well-balanced text for use in an introductory 
course designed to give college students a comprehensive view of the econom:c 
resources of the world 
CHESTER LLoyD JONES 
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BERGSMARK, D. R. Economic geography of Asia. (New York: Prentice-Hall. 1935. 
Pp. xxiv, 618. $5.) 

In this volume Professor Bergsmark presents a text suitable for commerce or 
liberal arts students and others with a general interest in the economic develop- 
ment of Asia. The discussions of topography, climate, and other geographical 
foundations are presented with a minimum of technical language. In addition 
to drawing upon basic source material, the author has ale wide use of re- 
cent magazine articles. By weaving political and social changes into the geo- 
graphic and cultural backgrounds he 1s able to present a well-reasoned explana- 
tion of contemporary economic development. 

An introductory survey of 75 pages precedes the regional studies, each of 
which is introduced with a brief statement of the political or economic im- 
portance of the country. The book is well illustrated with maps and graphs, 
most of which appear to be the product of the author’s own cartography. How- 
ever, he fails to date some of his commodity production figures and rarely gives 
his sources. A more serious weakness of the volume is the paucity of political 
maps. Transportation route maps for China and most of the smaller coun- 
tries are of some assistance, but there are no aids whatever in place identification 
for India, Japan, and Siberia. As a result the average student cannot read the 
book intelligently without constant reference to an atlas. Since the author drew 
most of his own maps, it is unfortunate that he did not try to insert more of 
the place names referred to in the text. 

ROBERT B. PETTENGILL 


Cave, R. C. and Coutson, H. H. A source book for medieval economic history. 
(Milwaukee: Bruce Pub. Co. 1936. Pp. xx, 467. $2.50.) 


This source book should prove most useful to students of the economic 
life of the Middle Ages, as it is a collection from sources not easily available 
und and contains many sources which have not appeared before in translation. 
t 23. The arrangement of the book is very satisfactory. Europe is treated not 
in terms of separate territories but as an economic entity. The organization 
phy of the materials by topics proves more convenient in examining the institutions 
of the Middle Ages than a chronological arrangement. The work falls into 
tions six parts—agriculture, commerce, town economy, slavery and serfdom, wealth 
rin and property, and taxation. The topic commerce, for example, opens with 
ypics a section on trade and exchange. This is followed by fairs and markets, money 
and prices, shipping and inland transportation, loans and usury, and partner- 
ndi- ships. The section on money and prices begins with the regulation of com- 
merce by Justinian, and includes messages of Pope Gregory, capitularies of 
Charlemagne, edicts of Edward the Elder, the Assize of Bread, laws, regula- 
tions, comments of contemporaries on clipping of coins, functions of money- 
changers, ending with a note on the relative values of foreign currencies from 
the Red Book of the Exchequer. 

The sources are usually no more than a paragraph in length although some 
run into three or four pages. A convenient feature of the book is the brief 
note of two or three sentences which introduces each source. There is a good 
index and an even more helpful glossary of medieval terms. 

H. F. R. SHaw 
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the views of the Belgian socialist, Henri de Man, now Minister of Labor in the 
Van Zeeland cabinet. This volume covers a great deal of ground, from early 
depressions in ancient Greece and Rome to the reform of the French parlia- 
mentary system. Yet, its analysis of the present depression, especially as it affects 
France, does not unearth anything very new. The remedies it proposes are not 
very new either. M. Gladelle mabe le in particular a return to small-scale 
industrial enterprises with workmen’s codperatives of production. 
ROBERT VALEUR 


GoncawarE, G. J., compiler. The history of the German Friendly Society of 
Charleston, South Cases 1766-1916. (Richmond, Va.: Garrett and Massie. 
1935. Pp. 241. $3.) 

Goreckl, R. Poland and her economic development. (New York: Polish Infor- 
mation Serv., 383 Madison Ave. 1935. Pp. 124.) 

Hart, A. B., editor. The American year book. 1935 ed. (New York: American 
Year Book Corp. 1936. Pp. 900. $7.50.) 

Heaton, H. Economic history of Europe. (New York: Harper. 1936. Pp. xiv, 
775. $3.50.) 

Hoskins, W. G. Industry, trade and people in Exeter, 1688-1800, with special 
reference to the serge industry. (Manchester: Manchester Univ. Press. 1935. 
Pp. 189. 9s.) 

This monograph is an excellent demonstration of the rapid development of 
economic geography and statistics among English students. There is a vivid 
description of the position of Exeter at the beginning of the eighteenth century, 
which affords a complete analysis of the trade and industry of the town. Careful 
utilization of manuscript as well as printed sources has enabled the author to 
correct many misconceptions about the volume and direction of eighteenth- 
century trade. 

The organization of the serge industry of the town and its neighborhood is 
described in substantial detail; and, as this district has received little attention 
in the past, the new material is a notable addition to our knowledge of the 
woolen and worsted industries. There is a careful analysis of the hearth tax 
assessment of 1671, and an excellent description of the general economic 
condition of the population in the eighteenth century. Four maps and a complete 
tabulation of all statistical data add materially to the value of the volume. 

A. P. U. 


Howarp, H. F. An account of the finances of the College of St. John the Evan- 
elist in the University of Cambridge, 1511-1926. (New York: Macmillan. 
1935. Pp. xii, 398. $7.) 

This book presents many details connected with the organization and man- 
agement of the properties of an English college where the author has been 
senior bursar since 1923. The presentation is based on the records, which are 
synopsized or the contents tabulated. The revenues and expenditures are set 
forth for 1545 and 1770-1926. The salaries (“dividends”) are given for 
1613-1770. There is a chart showing the five principal sources of income 
1882-1925. During this period, a rise occurred in income from houses on 
building leases and from interest on securities; a loss in income from land 
at rack rent. A map of the estates is included, showing location of estates, many 
ot which were acquired in 1545. Obviously, the policy of the College was to 
hold on to its estates, but sale did sometimes take place. 
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Administration n the hands of the master and seniors of the College. 
Management rested with the senior and junior bursars. The senior bursar was 
the general manager and at least in recent times he has employed or consulted ; 
professional estates’ agent. No outside accountant was employed until 1926. 

Unquestionably, this is a carefully compiled treatise. It provides a good dea! 
of information about many topics but too little about any one. The financia! 
difficulties of the College are as interesting as the agricultural and ecclesiastica| 
backgrounds. 


N. S. B. Gras 


HuBBARD, G. E. Easte1 dustrialization and its effect on the West, with Special 
reference to Great Britain and Japan. (New York: Oxford Univ. Press. 1936, 
Pp. xxii, 395. $7.) 

HUFNER, W. Wari ‘tliche Verflechtungen in Stidwestdeutschland. Zum 
wirtschaftlichen Schicksal Europas, II. Teil, 3. Heft. (Berlin: Junker and 
Diinnhaupt. 1935. Pp. 84.) 

HunrteR, L. C. Siva he economic history of the Ohio Valley. Stud. in hist., 
vol. xix, nos. 1 and (Northampton: Smith College. 1934. Pp. 130.) 

This monograp! livided into two unrelated parts. The first is concerned 
with seasonal aspects of economic life in the Ohio Valley before the advent of 
big business; the nd relates to the beginning of industrial combinations 
in the Ohio Valley 

The author has assembled great quantities of material to show the close 
connection between activity, or inactivity, of all types of business due to se- 
sonal changes—matters which affected not only farming, but such manufactures 
as iron and steel, textiles, meat packing, and water transportation, among others 

According to the reviewer's judgment the second essay is the main contribu- 
tion. It has been th stom of writers on the combination movement in the 
United States to ground the development in changes during the years imme- 
diately following the Civil War. The author shows that this view is incorrect 
In fact, several cases are introduced to show that combinations were becoming 
active as early as 1 nd that in some instances, as with the Kanawha salt 
producers, the combiners had a long and checkered career for a number of 
decades before the new era of industrialization had set in. Business, after 1860 
probably learned many lessons from the early combiners; and, at least, many 
of the lineaments of new combination forms had been discovered and put 
into operation. Managers tried to control not only prices, but often to regulate 
price-making factor s with the limitation of output, quota systems, and 
paying troublesom« etitors to keep plants idle. 

Such combinations covered practically the whole range of industries in 
which competition made an appearance, such for example, as the manufactures 
at Pittsburgh of iron, cotton textiles, glass, and white lead, of brewery products 
at Cincinnati, of bagging and rope at Louisville, of transportation over various 
canals and along the public works of Pennsylvania, and of steamboats on the 
Ohio and Mississippi rivers. The author concludes that “the most numerous 
instances of combined action occurred in steamboat transportation; the most 
successful in the salt industry ; and the most illuminating episode of all perhaps 
was the combination of the canal transporters through Pittsburgh.” 

Except for sporadic outbursts, the public accepted such ae Ye as a normal 
condition; in fact, in many instances, the people were inclined to sympathize 
with the combiners. Possibly the reasons lay in the fact that during most o! 
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this period prices for goods and services were on the decline and the work of 
the so-called monopolists did not seem to be oppressive, and that the efforts 
of such men seemed to be a normal ow of oppressed competitors who 
were trying to secure a modicum of relief from destructive conditions. 

To support the propositions in the essays the author has gathered a large 
amount of material from local sources. Ample documentation adds greatly to 
the value of the study. 


I. LipPINCOTT 


HuntER, M. H. Visual outline of economic history of the United States. (New 
York: Longmans Green. 1936. Pp. 133. 75c.) 

jones, C. L. The Caribbean since 1900. (New York: Prentice-Hall. 1936. Pp. 

"xi, 511. $5.) 

Knoop, D. and Jones, G. P. The London mason in the seventeenth century. 
(Manchester: Manchester Univ. Press. 1935. Pp. 92. 5s.) 


Prepared as a communication to the Quatuor Coronati Lodge of Masons, 
the importance of the economic material contained in this study seemed to 
warrant © yey issue in book form to the general public. Three _— of the 
subject will be of special interest to economic historians: the discipline and 
structure of the gild, the development of general contracting, and the work of 
rebuilding London after the Great Fire. The gild was faced by considerable 
pressure from provincial workmen who had not served apprenticeship in the 
city. The older system of requiring them to pay current dues afforded only a 
partial solution, and much pressure was exerted to force outsiders to join 
the gild. There was trouble also from interference by members of other gilds, 
and this difficulty admitted of no satisfactory solution. The professional char- 
acter of the gilds was already subject to serious qualification. The Masons 
Company included statuaries and stone merchants, and some important masons 


and contractors belonged to other ee ray Of the masons working in 


London in 1678, five were members of the Haberdashers Company, three 
were in the Joiners Company, two were in the Clothworkers Company, and 
six were scattered among other companies. 

In the seventeenth century the financial responsibilities of contractors were 
increased. They were frequently required to carry the burden of the work for 
long periods of time: systematic borrowing from banks is to be found, and 
personal resources came to be more important than they had been in the past. 
Many of the problems of the seventeenth century were created or intensified 
by the emergency that arose after the Great Fire. Brick displaced stone in some 
measure, but the demand for stone masons was maintained by extensive re- 
building of parish churches and by the work on St. Paul’s Cathedral. 

A. P. U. 


KNowLEs, L. C. A. and KNowLes, C. M. The economic development of the 
British overseas empire. Vol. U1. The Union of South Africa. (London: Rout- 
ledge. 1936. Pp. vii, 356. 10s. 6d.) 

LINEBARGER, P. M. Deutschlands gegenwartige Gelegenheiten in China. (Wash- 
ington: Legal Adviser to the Nat. Govt. of China. 1936. Pp. 55.) 

Lotz, W., and others, editors. Manchener volkswirtschaftliche Studien. (Jena: 
Fischer. 1936.) 

McBripe, G. M. Chile: land and society. Res. ser. no. 19. (New York: Am. 
Geographical Soc. 1936. Pp. xiv, 408. $4.) 
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MAURETTE, F. Quelgs bects économiques et sociaux de la concurrence 
japonaise. French text with Spanish translation. Pub. no. 43. (Madrid: Sociedad 
para el Progreso Soci 35. Pp. 47. 2 pesetas.) 


The growth of industry in Japan during the Great War proved ephemeral: 
but in recent years restrictions on immigration, the over-population of her 
colonies, and scarcity of land have evoked methodical and apparently enduring 
industrial expansion. Formidable competition from this new quarter has led 
western nations to seek an explanation of Japanese industrial strength. The 
progress of export industries has not resulted from efficiency wages lower 
than those paid by the government or by producers of articles for domestic 
consumption. In fact, the exploiters of labor in the textile industry are the 
small-scale producers selling exclusively in the home market; and the growth 
of large-scale industries has been accompanied by an increase of wages, a 
decrease in hours, and improved sanitary conditions. Except for the Oppression 
of the agricultural population (which comprises 50 per cent of the total) by 
the low legal maximum prices of food, particularly rice, in the interest of 
industry, there is no justification for the charge of social dumping. The rdle 
of exchange dumping has also been exaggerated, for the necessity of importing 
almost all of her raw materials has largely neutralized the external depreciation 
of the yen. The utilization of the latest type of occidental machinery, often 
with minor improvements made in Japan; the tractability of unorganized 
labor; the strong merchant marine; combinations for the promotion of export 
sales; branch offices abroad; low money wages; and efficient organization—al! 
these are responsible for the amazing industrial strength of Japan. 

The argument that standards of consumption are ‘‘different’’ but not “low 
in Japan, because the workers sleep on hammocks and eat “exclusively rice, 
fish, vegetables, and tea,” savors of the familiar proposition that real wages 
are not low in the Southern states, because workers are “content” to live in 
“shacks” and eat pone, molasses, and fat back! 


EARL J. HAMILTON 


Nevins, A. Abram § with some account of Peter Cooper. (New York: 
Harper. 1935. Pp 

ROCHESTER, A. Ral. f America: a study of finance capital. (New York: 
Internat. Pubs. 1936. Pp. 367. $3.50. 

SEE, H. Franzésische iftsgeschichte. Band II. (Jena: Fischer. 1936. Pp 
vi, 633. RM. 30.) 

SIMON, H. F. Revoi vhither bound? (New York: Farrar and Rinehart 
1935. Pp. xu, 

Dr. Simon, prof 

correspondent of 
several nations in 
of Hitlerism is tra 
book are those entit 
economic methods of direct interference of government with industry.” Dr 
Simon accepts without much reservation the idea that revolution has supplanted 
evolution in the leading countries of the world, and that the only real difference 
between countries is that in some, change has been greater. 


GEORGE M. JANES 
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sincLalR, H. M. A preface to economic history. (New York: Harper. 1934. Pp. 

232. $1.50.) 

The preface states that this book has “two excuses for being.’ The first is 
“to introduce the beginner in the study of economics to the origins of our 
complicated economic system’ and the second is to furnish “mooring posts” 
for anyone who is being “tossed about on the seas of current economic dis- 
cussion.” Apparently it is designed for students in secondary schools or the 
first year of college on the one hand and for the adult who has not had the 
opportunity to receive formal training in the field of economic theory. 

In order to accomplish the ends set forth in the preface the author attempts 
to cover the development of economic life from the time of primitive man 
to the present. Obviously, the reader is impressed with the changes which 
have taken place in the modes of securing a living, although it is difficult to 
sec the necessity for this, since the last decade has made it clear to most persons 
that our society, from an economic point of view, is dynamic. 

The work is divided into three parts of almost equal length. The first part 
is devoted to “The self-sufficient economy” and covers the economic develop- 
ment of western civilization to the close of the Middle Ages. “The manorial 
system,” “The growth of towns,” and “The rise of the craft guilds” are 

brought in for treatment. 

“The national economy”’ is the title given to the second part. This includes 
a period beginning with the close of the Middle Ages and ending with the 
social and economic revolution of the eighteenth century. The rise and develop- 
ment of the ‘‘putting-out”’ system is given considerable space in order to setae 
the reader with a background for the following part which is concerned with 
the new capitalism. The growth of foreign commerce stresses the place of 
marketing institutions in our economic organization. 

In the third and final part on “The international economy’ the emphasis 
is placed upon technological developments in agriculture, industry and trans- 
portation. This makes possible a regional specialization leading to interregional 
or international trade. Population has become more mobile with the result that 
the migrations of the last century have dwarfed all earlier ones from the point 
of view of the absolute numbers involved. This part might well have been 
called “The era of revolution and the rise of the international economy.” 

At the end of each of the three parts there is a chapter in which the author 
makes an estimate of the economy which has been treated in the preceding 
chapters. It is an attempt to appraise the economic and social gains and losses 
during the period under consideration. To the layman, as well as the beginning 
student, this will have its advantages. 

A bibliography of three selected works will be found at the end of each 
chapter. Another and much more complete one is given following the third 
part. It is difficult to discover the basis which Professor Sinclair used in 
selecting his bibliography. For example, at the close of the chapter on “The 
rise of the craft guilds’ the three works selected are Brentano’s On the History 
and Development of Guilds, Gras’s Introduction to Economic History, and 
Unwin’s The Guilds and Companies of London. The reviewer would certainly 
have selected Renard’s Guilds rather than Brentano's work, although both are 
out of print. Again on the growth of the towns Professor Pirenne’s Medieval 
Cities could well have been listed. It is doubtful if many beginners will be 
able to read Brentano’s Eine Geschichte der Wéirtschaftlichen Entwicklung 
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Englands. Why is the German edition of Karl Marx's Das Kapital cited when 
translations are availal Again, why list the French edition of Mantoyx’. 
La Révolution In when the English translation has gone into the 
second edition ? Moreover, there is little excuse for not giving the latest edition 
of a work such as Professor Ogg's Economic Development of Modern Europe 
On page 220 the | rs have carelessly mixed the works of Professor Clap. 
ham and Dr. Clark : 


L. EDWIN Smart 


SmiTH, C. W., Jr. Roger B. Taney, Jacksonian jurist. (Chapel Hill: Univ. of 
North Carolina Press. 1935. $3.) 

STRAYER, J. R. The royal domain in the bailliage of Rouen. (Princeton: Princeton 
Univ. Press. 1936. Pp. 275. $3.50.) 

STALIN, J., and others. The Soviet Union: a symposium by soviet leaders. (New 
York: Internat. Pubs. 1936. Pp. xii, 440. $1.25.) 

The ten addresses in this volume were made during 1935 by eight prominent 
executives of the party and government and were first collected and published 
by the Coéperative Publishing Society of Foreign Workers in the USSR. 
They contain reports of recent accomplishments in industry, agriculture, foreign 
trade, and national defense. Most of them are speeches which were delivered 
at soviet congresses or before special bodies of workers. The figures cited are 
from official sources and cover 1934. 

As is usual in soviet reporting, the concern is not merely with economic 
progress but with the un lerlying political aims and objectives as well. Thus the 
“Victory of the Party Line” is celebrated and interpreted with statistical 
evidence of the new class composition of the population and with pointing out 
contrasts between world depression in capitalistic countries and soviet growth 

The reader is left with impressions both of the rapidity with which industrial 
development has taken place and of the unusual rate at which political and 
social change is being made. Stalin, in an address to Red Army graduates, 
dwells on the emphasis now put upon the training of personnel rather than on 
mechanical equipment, as formerly. The Model Rules of the Agricultural Artels 
are quoted to illustrate new regulations for farming, including one which 
assures perpetual ter of the land to collective farms. Other measures aim 
to effect a combination of “the private interests of the collective farmers with 
the collective interests of the collective farms.”” Molotov discusses the difference 
between “proletarian democracy” and “bourgeois democracy.” He points to 
the democratic direction of the constitutional changes now imminent in the 
U.S.S.R., changes which will bring about universal suffrage, direct representa- 
tion, and open ballot, as directly opposite to that of changes ae under 
fascism. 

Amy HEWES 


TIBAL, A. La Tché. ‘tude économique. (Paris: Armand Colin. 1935 
Pp. 223. 12 fr.) 

The author, professor of economic geography at the University of Nang, 
spent several years in Czechoslovakia where he taught at the University 0! 
Prague. As shown in the historical introduction, Czechoslovakia is no artificial 
creation, but the rebirth of an old nation, the first in the Middle Ages to 
struggle for religious reformation and to oppose German dominance in central 
Europe. Centuries of subjugation have left behind many grave problems that 
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the young — is laboring to solve. Foremost are the question of minorities 
and the problem of agrarian reform which are clearly analyzed. The author 
then turns to the study of agriculture and its derived industries, of mineral 
resources and of industrial development. Communications, foreign trade and 
the country’s economic position in Central Europe, especially during the de- 
oression, are the object of a lucid study, illustrated with facts and statistics. 

ROBERT VALEUR 


Wess, S. and WEBB, B. Soviet communism: a new civilisation? Vols. 1 and II. 
(New York: Scribner. 1936. Pp. 1203. $7.50.) 

Andrew Carnegie centenary, 1835-1935. The memorial address by Sir James 
Colquhoun Irvine and other tributes to the memory of Andrew Carnegie. 
(New York: Carnegie Corp. of N.Y. 1935. Pp. vii, 95.) 

Credit position of Austria. Bull. no. 83. (New York: Inst. of Internat. Finance. 
1936. Pp. 30. 50c.) 

Economic survey of the colonial empire, 1933. (New York: British Lib. of 
Information. 1935. $6.50.) 

Handbook of the Soviet Union. (New York: Reynal and Hitchcock. 1936. Pp. 
$62. $3. 

Compiled by the American-Russian Chamber of Commerce. 

Japan: the thirty-fifth financial and economic annual. (Tokyo: Govt. Printing 
Office. 1935. Pp. vii, 286. Yen 2.) 

lapan-Manchoukuo year book, 1936: cyclopedia of general information and 

statistics on the empires of Japan and Manchoukuo; appendices; who's who; 
business directory. (New York: Dixie Bus. Book Shop. 1936. Pp. 1272. 
$7.50. 

The ieee years: an essay in political agreement. (London: Macmillan. 1936. 
Pp. xvi, 320. $2.50.) 

Statistical abstract for the British Empire for each of the ten years 1925 to 1934. 
(New York: British Lib. of Information. 1935. $1.10.) 

Statistisches Handbuch der W eltwirtschaft. (Berlin: Verlag f. Sozialpol., Wirtsch. 
u. Statistik. 1936. Pp. 551. RM. 18.) 

Includes statistics for 80 countries and summaries for the entire world. 
Comparisons may be made between a pre-war year, as 1913, and each separate 
year, 1920 to 1934. Tables cover population,  ecteanygene by industries, com- 
merce, prices, wages, money and banking, finance, etc. For some of the 
countries monthly figures are given. 
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Bouvarn, G. L’agriculture dirigée aux Etats-Unis: essai critique sur l'économie 
autoritaire. (Paris: Lib, Tech. et Economique. 1935. Pp. 296.) 

CHRISTIANSEN-WENIGER, F, Die Grundlagen des Tiirkischen Ackerbaus. (Leip- 
zig: Verlag der Werkgemeinschaft. 1934. Pp. x, 476. RM. 32.50.) 

GOLDSTEIN, J. M. The agricultural crisis: is it a temporary problem? (New 
York: John Day. 1935. Pp. xi, 257.) 

Gray, L. C. Land planning. Pub. policy pamph. no. 19. (Chicago: Univ. of 
Chicago Press. 1936. Pp. iv, 37. 25c.) 


IRWIN, H. S. Seasonal tendencies in wheat futures prices. (Washington: Supt. 
Docs. 1936. Pp. 27.) 
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MURCHIE, R. W thers. rogress on the prairie 
Canadian front ttle it, Macmillar, 1936. 
344. $4.50.) 

Nocaro, B. Les ; mondiaux et la crise. (Paris: Lib. Gén. de Droit 
et de Jurisprud 1936. Pp. 167. 20 fr.) 

STAUBER, B. R. and REGAN, M. M. The farm real estate situation, 1934-35 
Dept. of Agri rc. no. 382. (W ashington: Supt. Docs. 1935. Pp. 52. 5c.) 

STEIN, T. Energi Grundlagen und Kostenaufbau der Gewinnung, 
Veredlung und des Verbrauches von Kohle, Erdél, Gas und Elektrizitat {jy 
Kraftmaschinen, fverbraucher Ofen in Gewerbe, Haushalt unj 
Verkehr. (Berl hwaldsche Buchhandlung. 1935. Pp. viii, 158. RM 
36.) 

VOSKUIL, W. betitive position of Illinois coal in the Illinois ¢ 
market area. B ». (Urbana: Ill. State Geological Survey. 1936. Ps 
112.) 

Agricultural price luction under A.A.A. Report of the agric. dept 
committee of tl ber of Pasinneie of the U. S. (Washington: U. § 
Chamber of ¢ met 35. Pp. 50. 10c.) 

American petrol y: a survey of the present position of the petroleur 
industry and it vard the future. (New York: Am. Petroleum Inst 
1935. Pp. 243. $1.) 

Anuario estadistico a broduccione icolas: ano 1933 y 1934 para los agri 
y el olivo. (Ma Ministe Aaa 1934. Pp. 371.) 

Regular annu port wy the Mickey of Agriculture, covering all aspects 
of Spanish agricult for the year 1933. 

Cod peration and ricultural policy. (London: P. S. King. 1935. Pp 
1306.) 

The Jewish Agri y, Inc.: annual report. (New York: Jewish Agric 
Soc. 1935. Pp 

The rural exodu vakia. Stud. on movements of agric. population, ii 

(Geneva: Intert Labour Office. New York: World Peace Found. 1935. Pp 
IV, 

Tres estudios e péndice al anuario estadistico de las produccion 

‘col 7 \ id: Ministerio de Agricultura. 1934. Pp. 196.) 

This volume three reports. The first, well documented with cor 
responding mat ym other nations, presents a statistical and econon 
orientation for the Spanish agricultural economy. The second stuc} 
covers the Spat market, principally from the point of view of g 
graphical divisio t Spain. The last study is an elaborate preliminary 
statistical report itional in character—on the production and trade o! 
fertilizer yieldit 


H. A. FREEMAN 


Inited States of A ver, vs. William M. Butler, et all., receiver 
Hoosac Mills ¢ » writ of certiorari to the United States Circuil 
Court of Appe First Circuit. (Washington: Supt. Docs. 1936. Pp 
28.) 

W heat studies. Vol 5. World wheat survey and outlook, January, 195 
No. 6. The stale-l roblem. (Stanford Univ.. Calif.: Food Research Inst 
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Manufacturing Industries 
NEW BOOKS 


CHapMAN, H. H. Iron and steel companies in years of prosperity and depression. 
A thesis. (Tuscaloosa: Author. 1935. Pp. xx, 316.) 

caump, W. B. The wool-textile industry of the Pennines in its physical setting. 
Reprinted from Journal of the Textile Institute vol. xxvi. (Manchester, Eng- 
land: Jour. of Textile Inst. 1935. Pp. 20.) 

Haynes, W. Men, money and molecules. (Garden City: Doubleday, Doran. 
1936. Pp. viii, 214. $1.50.) 

Treats of chemical products. Substance, but not the form, of the volume 

published under the title of Chemical Economics in 1933. 

KeitH, H. C. and Harte, C. R. The early iron industry of Connecticut. (New 
Haven: Chas. Rufus Harte, 28 W. Elm St. 1935. Pp. 69.) 

ScoviLLE, J. W. Behavior of the automobile industry in depression. Address 
delivered before Econometric Soc., Dec. 30, 1935. (Colorado Springs: Econo- 
metric Soc. 1935. Pp. 31.) 


Transportation and Communication 


NEW BOOKS 


HaMACHER, W. Die ey des Eisenbahnwesens und der Kraftwagen- 
wetthewerb in Frankreich. (Berlin: Deutscher Betriebswirte Verlag. 1935. Pp. 
x, 128. RM. 6.) 

JoHNSON, E. R., HUEBNER, G. G. and HENRY, A. K. Transportation by water. 
(New York: Appleton-Century. 1935. Pp. xxii, 585. $5.) 


The subject of water transportation, both on ocean highways and on interior 


waterways of the United States, is divided into six parts: the water transpor- 
tation system (including the ocean carrier, ocean routes and terminals) ; organi- 
zation agencies and services ; shipping documents ; relation of carriers with one 


another; freight classification and charges; and government aid and shipping 
policy. The chapters dealing with the ocean carrier, the transportation facilities 
and services on the Great Lakes and on American rivers and canals, the 
operating organization of vessel lines on ocean and inland waterways, shipping 
documents, the relations of railways with water carriers, and the inland water- 
ways policy of the United States are especially noteworthy. Vessel structure and 
arrangements, shipping papers, and departmental organization of re pe pre 
companies are illustrated in plates, copies and diagrams. At the end of each 
chapter is a well chosen bibliography. 

The work is more descriptive than theoretical. In discussing such subjects as 
freight rates and government aid, attention is given mainly to forms and 
methods rather than to principles determining rate policies and structures and 
the economic effects of shipping subsidies. Rate forms, however, and the nature 
of the aids afforded shipping by the United States government are well de- 
scribed and outlined. 

In discussing future government policy with respect to aid and regulation, 
the authors favor subsidizing American shipping, ‘not by ocean mail payments 
as at present provided for by the Act of 1928 but by deciding what ocean 
lines from the ports of the United States to other countries are needed for 
carrying on and developing our foreign commerce’ and granting aid to these 
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lines by certain cost differentials which will enable them to meet fore; 1 
competition. Thi inge in shipping policy accords with the recommendation 
made by the Int partmental Committee on Shipping Policy appointed jg 
1934 by President Roosevelt. There is much to be said in support of the 
position taken by the authors favoring a unification of the various adminis. 
tive agencies res ig the country’s inland transportation system. As stated 
by the authors uuthority should regulate interstate carriers by land 
water and air 7 


ABRAHAM BERGLUND 


PARMELEE, J. H. A w of railway operations in 1935. Reprinted from R,i). 
way Age for Jan. 4, 1936, figures rev. to March 16, 1936. Spec. ser. no. 64 
(Washington: Bur. of Railway Econ. 1936. Pp. 31.) 

SHARFMAN, I. L. The Interstate Commerce Commission: a study in administratir, 
law and procedure. Part iii, vol. B. (New York: Commonwealth Fund. 1934 
Pp. xiv, 833. $5 

WAGNER, W. H itive history of the Motor Carrter act, 1935, (Wash. 
ington: H. C. C Investment Bldg. 1935. Pp. 155. $2.75.) 

WRIGHT, C. P. The St. Lawrence deep waterway: a Canadian appraisal. (Toronto: 
Macmillan. 1935. Pp. xx, 450. $4.50.) 

The Interstate ( sct together with text or related sections of certain 
supplementary a vith appropriate cross references to the United Stat 
code). Rev. to Oct. 1, 1935. (Washington: Interstate Commerce Comm. 1935 
Pp. 305. 25c.) 

Interstate Commerce ¢ , ion: 49th annual report, December 1, 1935 
(Washington: Supt. Docs. 1935. Pp. iv, 166. 75c.) 

Motor vehicle legisla the 1935 trend. Taxation; regulation; diversion; high- 
ways; safety. (Washington: Nat. Highway Users Conf. 1935. Pp. 12.) 
Pick-up and delivery service in the United States and Canada, 1933-1936: a lis 

of reference | logically arranged. (Washington: Bur. of Ry. Econ 
1936. Pp. 20.) 
Statistics of railways in the United States: forty-eighth annual report, for the 


year ended De. y 31, 1934, including also selected data relating to other. 


common carrlé ject to the Interstate Commerce act for the year 1934 
(Washington: Supt. Docs. 1935. Pp. ix, $-158, 260.) 

A transportation cate current questions on land transport with answers bj 
authorities. (Washington: Nat. Highway Users Conf. 1936. Pp. 20.) 


Trade, Commerce, and Commercial Crises 


Prices in the Trade Cycle. By GERHARD TINTNER. Pub. by the Austrian 
Inst. for Trade Cycle Research in codp. with the London School of 
Econ. and Pol! (Vienna: Springer. New York: Stechert. 1955 
Pp. xii, 204. RM.23.80.) 

In this well-documented report we have the results of a careful study ot 
the rdle of commodity prices in the business expansions and contractions 0! 
pre-war experience. The basi materials employed were drawn from the 
trade records of six countries, reasonably complete data for England, Get- 


many and the United States being supplemented by scattered materials for 
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Austria, Holland and Russia. The series available covered varying periods, 
with some English prices going back to 1845, Austrian prices to 1872, Ger- 
man to 1879, Dutch to 1886, American to 1890, and Russian to 1893. These 
series were carried forward, in so far as possible, to the end of 1913. Efforts 
were made to secure quotations truly representative of the price systems of 
the countries included. This, of course, was impossible, but the author recog- 
aizes the limitations which his data impose upon his conclusions. 

Using the monthly price materials thus assembled, Dr. Tintner sets 
himself the task of determining whether there was a cyclical pattern in price 
movements, what deviations from the pattern occurred, how different classes 
of goods behaved during the trade cycle, and, in general, what part prices 
played in the pre-war fluctuations of general business. In his approach to 
this problem the author seeks to steer a middle ground between the purely 
empirical and the purely a priori. The book opens with a suggestive discus- 
sion of the relation between statistics and theoretical economics, a discussion 
that implies a rather questionable division of function between statisticians 
and economic theorists. This is followed by a brief outline of the theoretical 
considerations with reference to which the study is oriented. The body of 
the report consists of two major divisions devoted, respectively, to a detailed 
explanation of the statistical procedure employed, and to an exposition of 
the results obtained. 

The method of analysis reduces, substantially, to the application of three 
different moving averages to the original data, one designed to eliminate 
random variations, one to eliminate seasonal fluctuations, and one to elimi- 
nate cyclical variations. (A moving average of varying lengths was used for 
this last purpose.) By subtracting series free from cyclical, seasonal and 
random fluctuations from series free from seasonal and random fluctuations, 
approximations to the cycles in each price series were obtained. Dr. Tintner 
gives a detailed account of his procedure, which rests, in part, upon the 
Variate-Difference method of Oskar Anderson. 

The framework of cyclical changes with reference to which Dr. Tintner 
measures the cyclical movements of his numerous price series is patterned 
upon that of Thorp and Mitchell (as given in Business Annals), with 
some reliance also upon the earlier scheme of Spiethoff (given in the Hand- 
worterbuch der Staatswissenschaften). (It is to be noted that a common 
international scheme of reference dates is employed.) Against this frame- 
work the author sets his measures of cycles in the price records of indi- 
vidual commodities. He is concerned with six aspects of the changes in 
individual price series—frequency of change, sequence of change (in rela- 
tion to other prices), length of cyclical movement, length of phases of 
cyclical advance and decline, amplitude of cyclical movement and mean 
monthly rate of change in periods of rise and fall. His detailed findings, 
which are presented with a careful appraisal of the evidence and its limita- 
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tions, cover a number of points of importance to general economics, 3; 
well as to business cycle theory. The characteristic modes of behavior of 
different categories of goods are described; the degree to which domestic 
prices in the chief industrial countries conform to an international cyclical 
pattern is discussed; a significant distinction between the elements of , 
country’s price system that participate in business cycles and the elements 
that do not is suggested. Here is a body of materials and a wealth of sup. 
gestions that will engage the continuing attention of students of busines 
cycles and of prices 

One important conclusion, negative though it be, is that the cyclical move. 
ment of prices is not uniform enough to be expressed in a general index 
number. Variations, differences, departures from any pattern are the out- 
standing characteristics of the price changes occurring in business cycles, 
Because of these wide variations the author leans, in his final summary, to 
the view that the varied behavior of economic phenomena during business 
cycles may require a pluralistic, rather than a monistic, theory of causation. 

Dr. Tintner’s carefully guarded conclusions may be disappointing to those 
who would like to secure a definitive explanation of the phenomena of 
business cycles. But those who will trouble to follow his searching, scholarly 
analysis will end with respect for his judgment and with understanding of 
his caution. Economic reality does not usually fit into sequences neatly de- 
fined by deductive processes. However, it is clear that some order exists in 
the cyclical movements of prices. There is a pattern, never repeated in ful! 
detail from cycle to cycle, but recurring, with ramifications, in cycles widely 
separated in time and space. Dr. Tintner has carried forward the task of 
defining this pattern and has contributed to an understanding of the forces 
that bring it about. 

FREDERICK C. MILLs 
Columbia Unit 


Dé pression, Progrés Technique et Dévaluation. By MENTOR BOUNIATIAN. 
(Paris: Lib. de Droit et de Jurisprudence. 1935. Pp. 121. 16 fr.) 

The three studies contained in this volume were first published separately 
in economic reviews “Depression and Its Causes” in the Revue Interna- 
tional du Travail; ‘Te hnik al Progress and Unemployment” in the Inter- 
national Labour Review; “Depression and Devaluation” in the Austrian 
“Zeitschrift fir Nationalikonomie.” The three studies contain an analysis 
of each of the principal problems presented by the depression and of the 
various economic measures which have been taken to combat it. 

In ‘‘Depression and Its Causes,” Professor Bouniatian explains the essen- 
tial difference between an economic crisis and a depression, and outlines the 
principal causes of each of these two phenomena. A crisis he finds to be the 
direct result of the human tendency to hoard. During periods of prosperity 
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and progress too large a share of the total wealth becomes concentrated in 
he hands of one class of people, the entrepreneurs; there results a great 
disparity between production and consumption; the state of equilibrium 
necessary to economic prosperity is disrupted. A return to equilibrium can 
then be achieved only by a greater distribution of the total wealth into the 
hands of the consumer classes. To this end, prices are lowered and the 
phenomenon known as a Crisis is at hand. 

Then follows that let-down in economic activity, accompanied by a period 
of unemployment. The fall in prices which should, in theory, have re- 
stored economic equilibrium, has discouraged production and led to grave 
disorders. The reason for this failure of the adjustment of prices to balance 
the economic scale is that the decrease in prices should be but is not im- 
mediately followed by a similar decline in the costs of production. 

Here lies the cause of the depression, according to Professor Bouniatian, 
which is only prolonged by most of the means taken to combat it. These 
he discusses in detail; the rationalization of production which makes no 
appreciable difference in ultimate costs; the reduction of interest rates 
which, while advantageous in one way, is costly to the capitalist class; the 
reduction in the prices of raw materials which are really adjusted auto- 
matically to the prices of manufactured products; political restrictions of 
production and the rigidity of the wage scale. These two are considered by 
Professor Bouniatian to be the two principal causes of the prolongation of 
the period of depression. Arbitrary restrictions are of advantage to a small 
number of industries and tend to increase the existing lack of balance in 
the economic life; and the maintenance during a depression of the wage 
ccale set up in a period of prosperity makes the restoration of economic 
equilibrium well-nigh impossible. 


In “Technical Progress and Unemployment,” we find a detailed refuta- 
tion of the statement so often made that technical progress has been re- 
sponsible for a great deal of unemployment. Professor Bouniatian sets out to 
prove that on the contrary, technical progress by multiplying the quantity of 
goods increases the actual buying power, because the working classes are 
able to buy more things with the same amount of money. The author admits 
that certain workmen are put out of work and must look elsewhere for jobs; 
but, on the other hand, the same technical progress responsible for their 
losing one kind of job makes it easier for them to learn to do another. For 
skilled artisans, the perfection of machines to replace their work means 
permanent loss of employment; but one small group must suffer for the 
general good. 


_ In “Depression and Devaluation,” the generally accepted arguments in 
‘avor of devaluation as a means of restoring prosperity are considered. First 
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comes Irving Fisher's theory that the over-indebtedness of industry js t. 
sponsible for the fall in prices with its corollary that to lighten this burde 
of debt is to start industry again on the upgrade. Professor Bouniatian gives 
figures to prove that during a period of prosperity, industry’s indebtedne 
steadily decreases in proportion to its capital so that it can hardly be the 
burden of this debt which causes the fall in prices. Release from debt by 
means of devaluation, ‘may compensate, in whole or in part, for producers 
losses caused ~" a f fall in the prices of their stocks of merchandise or by a 
decrease in the value of their installations; but it can in no way affect cos 
of production; nor can it encourage industry, since there is no direct relation 
between release from debts and current production costs.” 

Moreover, a general liquidation of debts can only do harm to industry. 
Devaluation decreases the capital and income of the creditor class to the 
same degree that it lessens the burdens of the debtor class. And there are 
a great many more creditors than debtors (5 to 1 in the United States). For 
the creditors include practically all the middle class, owners of stocks and 
bonds, savings accounts and insurance policies. 

As to the reason of equity quoted so widely as demanding devaluation, 
Professor Bouniatian makes short shrift of that. He disposes first of the pop- 
ular argument that for the sake of creditors the value of gold currencies 
should be restored to the level at which most standing debts were made. It is 
not the value of gold which rose so high, he maintains, but its buying power, 
so that the fall in the price level was in reality not the consequence of a rise 
in the value of gold. Moreover, he finds that devaluation as a means of 
aiding creditors at the expense of the debtors is not only unfair but per- 
nicious in its ultimate effect—namely, upsetting the principle of the stability 
of contracts, the very basis of our economic life. 

As for devaluation and prices, the real reason for a rise or fall in prices 
is the increase or decrease not in the value of gold, but in the buying power 
of goods; and devaluation can only affect the prices of a limited number of 
objects, thus upsetting economic equilibrium. 

With regard to wages, devaluation is really advantageous; this follows, 
of course, from his theory that the rigidity of the wage scale tends to prolong 
the depression. 

As for devaluation as a means of increasing exports, the author feels 
that this is a questionable advantage, since export industries are encouraged 
at the expense of all others and the total national wealth 1s decreased, 
Moreover, “dumping” leads to reprisals from other countries. The argu: 
ment may be summarized as follows: 

Devaluation as an « aden of political economy is as ineffective and 
dangerous as it is dishonest and demoralizing. 

ROBERT WEIDENHAMMER 

New York Cit) 
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GaskiLL, N. B. The regulation of competition: a study of futility as exemplified 
by the Federal Trade Commission and National Industrial Recovery acts with 
proposals for its remedy. (New York: Harper. 1936. Pp. x, 179. $2.50.) 

LppincoTT, I. The development of modern world trade. (New York: Appleton- 
Century. 1936. Pp. xxi, 566. $4.) 

After a brief review of earlier developments the discussion concentrates on 
the period since 1870 in which the results of the Industrial Revolution have 
had their greatest influence on commerce both within and beyond national 
boundaries. 

The author's chief interest is in the expansion of commerce in the great 
political divisions, the effect of policy upon the developments within them, 
the role of colonial regions, the significance of the chief lines of staple raw 
materials and manufactures and the effect of international movements of 
capital upon domestic and foreign commerce. The presentation of these topics, 
frst under political and later under commodity headings, is highly successful. 
It brings out clearly the clash of national policies in forwarding economic 
developments and the interests of those dealing in commodities, prompting in 
some cases advocacy of the greatest freedom of access to markets, in others, 
restriction of free production and trade. The analyses undertaken make effective 
use of the large mass of statistical and other material in recent years available 
through government publications. 

The discussion of the theory of foreign trade, and the more detailed features 
of national commercial policy, occupy a relatively small portion of the volume. 
These chapters are placed at the end of the book so that by the time the 
student comes to them he can measure their application and significance by 
the factual background which has preceded. This is the most outstanding 
feature of the method of presentation. 

The greatest value for the student, however, is not in the theoretical chapters 
but in those analyzing the development and status of industry and trade in the 
great political divisions and the movements of the great staples which con- 
tribute so large a part to the commerce of the world. 

CHESTER LLOYD JONES 


Accounts relating to the trade and commerce of certain foreign countries and 
British countries overseas during the period ended June 30, 1935. (New York: 
British Lib. of Information. 1935. 30c.) 

Balances of payments, 1934. (Geneva: League of Nations. Boston: World Peace 
Found. 1935. Pp. 198. $1.50.) 

Includes balances of payments of 35 countries. Data for the Philippines, 
Haiti, Manchuria and Switzerland are added. 

suropean conditions in their relationship to international trade. (New York: 
Nat. Foreign Trade Council. 1935. Pp. 123. $1.75.) 

international trade statistics, 1934. (Geneva: League of Nations. Boston: World 
Peace Found. 1935. Pp. 364. $2.50.) 

Analyzes foreign trade of 65 countries, covering 95 per cent of total world 
trade. A supplement of vol. II of the 1912-1926 issue of Memorandum on 

International Trade and Balances of Payments (1927). In English and French. 
reign commerce and navigation of the United States for the calendar year 

1934. Vol. Il. (Washington: Supt. Docs. 1935. Pp. 516. $2.) 
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The first | ; report is a general study of the foreign trade of Japan 

in recent years ly of the changes in that trade most directly affecis 
the industry of the United States. The second part is a details 
analysis of the United States imports from Japan in 1929 and through the 
first eight months 5 
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War and the Private Investor: 
Politics and Intern 
(Garden City 


A Study in the Relations of Internationa 
| Private Investment. By EUGENE STALty. 
Do Doran. 1935. Pp. xxv, 562. $4.50.) 

In a thorough and scholarly manner the author has scanned the entire 
field of foreign d investments with the view to ascertaining whether 
or not these have led to international friction. By describing in detail indi- 
vidual cases of the omic penetration of Russia in the Far East, of Italy in 
Tripoli, and of France in Tunis, and by citing numerous other examples, he 
traces clearly the relationship between direct investments and diplomacy. 

Careful study of this volume leads to the conclusion that international 
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ion of Persia that England was alarmed for the safety of India” (p. 429). 

This book will be of great assistance to students of international finance 
ecause it brings together a great mass of data hitherto widely scattered; and 
will also be of considerable interest to students of international politics 
for its clear analysis of the relationship between economics and politics. In 
nost cases the reader will find that politics was the prime mover and that 
the private investments were more often used as tools. In this connection it 
is of interest to note that in spite of the huge direct investments made by 
American nationals in Canada there has been no conflict between the two 
North American countries. On the other hand, the relatively small invest- 
ments in the Caribbean have been accompanied by political friction and 
intervention. 

Professor Staley did not satisfy himself merely with studying the record 
but also endeavored to formulate a policy which would take foreign direct 
investments entirely out of international politics. His suggestions are ‘‘de- 
nationalization and mondial supervision.” By denationalization Professor 
Staley means that everything connected with the promotion and protection 
of foreign private investments should be taken out of the hands of national 
governments. By mondial supervision he means that the functions of invest- 
ment promotion and protection should be lodged in various agencies repre- 
senting the world community and having a world-wide jurisdiction (page 
495). To put into effect these two proposals he suggests the establishment of 
a world investment commission, a world commercial court, international 
corporations, a world investment bank and a world consular service. The 
suggestions made by Professor Staley, although intrinsically sound, ap- 
pear to be overly idealistic at the present time when practically every nation 
is following a policy of economic nationalism and when the concept of 
sanctity of contracts is broken down. 

Marcus NADLER 

New York University 


Industrial Organization in India. By P. 8. LOKANATHAN. (London: Allen 
and Unwin. 1935. Pp. 413. 15s.) 

Mr. Lokanathan’s book is a survey of corporate management and finance 
in India, It treats of the problems of promotion, capital procurement, short- 
term credit needs and facilities, location of plants, size of industrial units, 
control and management. The managing-agency system, which is a unique 
development of that country, rightly occupies the center of attention, and 
is given a more thorough analysis than is elsewhere available. A final chapter 
on wages, the standard of living and efficiency of industrial workers is 
extraneous to the main topic and is a superficial survey of a field more 
adequately treated by other writers. 

American readers of the book will be interested chiefly in comparing the 


n lo the 
On 33) 
. 193 
f Japan 
ffecting 
etailed | 
gh the 
port 
. 1935 


Reviews and New Books [June 
operations of firms of managing agents with those of various agencig 
performing similar functions in the United States. The firms of Managin 
agents have largely taken the place of promoters, investment bankers, hold. 
ing companies, and specialized affliated companies. They organize ney 
enterprises, underwrite their securities, give them direct financial support, 
provide managers for them, and act as purchasing and selling agents. Th 
control of the managing agents is sometimes exercised by virtue of owner. 
ship of a majority or substantial portion of the shares of stock or by virtue 
of being the chief creditor. Usually, however, the relation is contractual 
Frequently the contract between a joint-stock company and its managing 
agent forms part of the articles of association of the company, is non- 
terminable, and may be held by the successors or inheritors of the Managing 
agent in perpetuity 

Firms of managing agents have not only performed the functions of 
investment bankers and holding companies, but have also been subject 
to the same abuses. Control has often been used to divert potential profits 
from stockholders to managing agents, industrial concerns have been 
dominated too much by financial considerations and too little by industrial 
factors, sound concerns have been adversely affected by the weakness of 
other concerns, managing agents have speculated in the shares of the com: 
panies they control, and outside interests and speculative activities of man- 
aging agents have had adverse effects upon sound industrial establishments. 
These abuses tend to be increasingly serious, due to the growing divergence 
of interest between shareholders and managing agents as the latter become 


less often the chief owners of the concerns under their management. Gen- 
erally speaking, the Indian firms of managing agents have shown more of 
the abuses and fewer of the virtues than the British firms. The internal 
management of the British firms has also been superior to that of the Indian 
firms. 


Mr. Lokanathan attributes the growth of the managing-agency system 
to the absence of adequate specialized agencies to perform the functions 
assumed by managing agents, and to the difficulties of finding in India a 
sufficient number of competent persons to constitute boards of directors 
for all of the industrial concerns floated. With a more advanced stage of 
economic development there is a tendency for the functions of the man- 
aging agents to be taken over by specialized agencies. The author does not 
believe, however, that this tendency should be accelerated. He believes that 
the managing-agency system, subject to certain modifications, should be 
further developed. He suggests the formation of an association of managing 
agents, Indian and European, to foster closer contact and intimacy between 
the two groups and to regulate their conduct and activities. He urges the 
Indian firms to improve their internal organization and to draw in mote 
persons of managerial and technical talents. Finally, he suggests that the 
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jadian Companies act be modified to recognize more definitely the rdle 
of managing agents, that boards of directors be eliminated in companies 
controlled by managing agents, and that new bodies serving as interme- 
jiaries between shareholders and managing agents be created. It is proposed 
that these new bodies have functions similar to those exercised by the 
Aufsichtsrat, or board of supervision, in the German scheme of company 
organization. 


CLARK WARBURTON 
Washington, D.C. 


NEW BOOKS 


Bapcer, R. E. and GUTHMANN, H. G. Investment principles and practices. Rev. 
ed. (New York: Prentice-Hall. 1936. Pp. xxiv, 987. $6.) 

BALDERSTON, C. C., KARABASZ, V. S. and BRECHT, R. P. Management of an 
enterprise. (New York: Prentice-Hall. 1935. Pp. xiv, 470. $5.) 


The authors of this work are faculty members of the Wharton School of 
Commerce and Finance at the University of Pennsylvania. The purpose is “to 
provide for students and business executives a well-balanced treatment of 
management essentials”; and the book is ‘the product of a long process of 
separating the more significant from the /ess.” It is the opinion of the authors 
that the essence of management instruction centers in the problems of applica- 
tion rather than in the mere statement of principles. For this reason, the 
adaptation of the latter to realistic situations has been introduced by means of 
questions, problems and cases. Cases and illustrations are simplified and charts 
are frequently used. 

The title is rather unfortunate because it leads the reader to expect a broader 
treatment of management than he finds when he reads the wey Factory 
Management would more accurately describe the contents. 

The text includes chapters on product design, standards, incentives, pur- 
chasing, controls, and personnel management in addition to a table of contents, 
a list of illustrations, a list of tables, a bibliography, and an index. The selected 
classified bibliography lists many of the standard works in the field of manage- 
ment, most of which were published before 1930. Periodical literature refer- 
ences are conspicuous by their absence in the bibliography, although there are 
a few in footnotes. 


L. L. Briccs 


BELDEN, C. Job hunting and getting. (Boston: L. C. Page. 1935. Pp. xi, 297.) 
Bett, H. F. Retail merchandise accounting. (New York: Ronald. 1936. Pp. x, 
276. $5.) 


Retail merchandise accounting is a highly specialized field. The technical 
problems involved arise from the essential characteristics of all retail businesses 
namely, a wide variety of lines and items, low unit transactions, and difh- 
culties of detail control. Mr. Bell, a public accountant of long experience in 
the particular field, has prepared a readable, helpful manual for those inter- 
ested in his subject. There are included discussions of inventory and merchan- 


dise control, sales audit problems, reports and taxes. 
W. P. F. 
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planning public works. A study made for the N, 
a of the Federal Emergency Administration of Pybji 
Supt. Docs. 1935. Pp. vi, 194. 25c.) 
HARTMAN, M. The economic organization of busing 
80 Cedar St. 1935. Pp. 291. $3.) 
associates. Organization and management of a busines 


York Harper. 1935. Pp. xi, 703. $3.50.) 
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L. L. Brices 


e maintenance in Great Britain, with an application 
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MuNK, F. Problém distribuce a distributnich nakladu. (The problem of distribu- 
tion and of distribution costs.) (Prague: Masarykova Akademie Prace. 1935. 
Pp. 195. Ké. 36.) 

A study by the Institute of Business Research of the Masaryk Academy of 
Work, written in Czech with an English summary. Treats of marketing outlets. 

PETERSEN, E. A market analysis of the Denver wholesale trade territory. (Boul- 

der: Univ. of Colorado. 1936. Pp. 183. $2.25.) 


1 manage Contributions to economic theory have in general proceeded from two 
dminist; major sources. Some are generated by deductive reasoning from the hy otheses 
it purpose advanced by the classical economists, just as a great deal of physical science 
$ Manage. is based on the work of Newton and Faraday. With the increasing availability 


of statistical material, there has been a growing tendency to formulate new 
hypotheses based on statistics covering large masses of people. 

Recently there has been growing up in the field of marketing a large 
amount of material dealing with the economic behavior of small population 
groups. Marketing is, after all, nothing but applied economics (even if we 
admit that in the hands of many of its practitioners “misapplied” might be a 
more suitable term). This material which gets down to the “grass roots” of 
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anization economics will no doubt in the future afford extremely valuable material for 
ge in the the amplification of economic theory. 

hors tres This work deals in sound technical fashion with the factors which must be 


considered in analyzing a wholesale market. It works out various methods 
of analysis and goes on to apply these methods to the delineation and study 
of the Denver wholesale trade territory. 


Manage. 


t entirely 

. Among The book presents a considerable amount of data, compiled from various 

yclo pedis sources, on the distribution of population and income and the flow of trade 

on in its in the region studied. It is well annotated, contains a comprehensive bibli- 
ography, and is a worth-while addition to the field of secondary source material. 

he legal R. F. ELDER 

Specialy 

nd man RATHER, A. W. Planning under capitalism: the problem of planning in Great 
Britain. (London: P. S. King. 1935. Pp. v, 199. 9s.) 

SRIGGS RITTENHOUSE, C. F. Secretarial accounting. Formerly published under the title 
of Elements of accounts. Rev. by HAROLD J. SMITH. (New York: McGraw- 

slicatin Hill. 1936. Pp. 359. $2.20.) 

“we SCHELL, E. H. Administrative proficiency in business. (New York: McGraw- 

| Hill. 1936. Pp. 302. $2.50.) 

y. 1936 SHAFFNER, - I. The problem of investment. (New York: Wiley. 1936. Pp. 

viii, 357. $3.) 

busine Tosn, B. F. What becomes of the consumer's meat dollar? Stud. in bus. admin.. 

Fak vol. vi, no. 2. (Chicago: Univ. of Chicago Press. 1936. Pp. vii, 79. $1.) 

_ Basic data for a tentative and preliminary plan for New England, designed to 

Pp. i stimulate criticism, suggestion, and eventually action. (Boston: N. E. Regional 

Planning Commission. 1935. Pp. 117.) 

, Business education and money management. Proc. of Univ. of Chicago conf. on 

al law bus. educ., 1935. (Chicago: Univ. of Chicago Press. 1935. Pp. 115. 50c.) 

he new Consultant's report on regional planning in the Pacific Northwest, January, 1934 
—January, 1935. (Portland, Ore.: Pacific Northwest Regional Planning Com- 

F. F. mission. 1935. Pp. 219.) 
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Corporation finance and investments. Investments II. (New York: Am. Inst. of 
Banking. 1935. Pp. 487.) 

The credit manua mmercial laws for 1936. 28th ed. (New York: Nat 
Assoc. of Credit Men. 1935. Pp. viii, 536.) ) 

Equipment trust securities. (New York: Evans Stillman, 14 Wall St. 1936, Pp 
281.) 

Regional factors ; tional planning and development. (Washington: Supt 
Docs. 1935. Pp. 223.) 

Unfairness in the food industry: a critical analysis from the key view point of 
the food broker ; discrimination in price, discounts, allowances and other unfair 
trade practices which stifle competition and lead to monopoly. (Indianapolis. 


Nat. Food Brokers Assoc. 1935. Pp. 120.) 


Capital and Capitalistic Organization 
Cartel Problems: An Analysis of Collective Monopolies in Europe with 
American Application. By KARL PRIBRAM. (Washington: Brookings 
Inst. 1935. Pp. x, 287. $2.50.) 
In this study Dr. Pribram, formerly professor of economics at the univer. 
sities of Vienna and Frankfort-on-the-Main, brings much grist to the mill 


of those who are decrying the rigidities of the present system. Briefly his 
thesis is that cartels or “collective monopolies” very often succeed, during 
times of depression, in limiting production and maintaining prices. When 
they do, ‘‘unbalancing”’ is accentuated and a bad situation made much worse 

Before arriving at this conclusion some attention is paid to the nature of 
cartels, cartel tactics, state control, and recent monopolistic tendencies in 
America. In the appendix a short but excellent outline of the cartellization 
movement in Europe is given 

According to Dr. Pribram, cartellization and, when it approaches cartel- 
lization, code control result in isolated planning. In a competitive society this 
creates trouble whenever general conditions are disturbed. Other prices fall. 
Cartel prices remain stable. Exchange on the old basis becomes impossible, 


and the national income drops. On the other hand as the market strengthens 
cartellization may lead to an increase of national income, although this is 


difficult to prove. In many instances, with prices supported, over-investment 
occurs. Cartel members and outsiders alike are tempted to expand. As a 
general rule successful cartels pay relatively high wages and provide satis- 


factory working conditions. Class consciousness is replaced by industry con- 
sciousness which may or may not be a social gain. Apparently Dr. Pribram 
believes that during periods of increasing prosperity cartels are relatively 
innocuous. Sometimes they may be replaced by so-called trusts or unified 
combinations. Curiously enough the author does not attack the latter par- 
ticularly, claiming that they are apt to cut costs, adopt flexible price policies, 
and if proved to be overly greedy can be taxed heavily and thus rendered 
harmless. 
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Cartels, then, that are effective in protecting private groups from the 
effects of instability as the market weakens, place a heavy burden upon the 
tate just when the state is hard pressed to maintain economic equilibrium 
willy-nilly. In contrast to this, the author’s study is designed to show that 
where prices are the most flexible employment increases and governmental 
responsibility is lessened. Price administering, says Dr. Pribram, is not con- 
ducive to recovery. Perhaps a study of the situation in the agricultural indus- 
tries might necessitate a slight change in this position. Or, possibly, a distinc- 
ton should be made between the establishment of fairly low minimum prices 
as safeguards against price anarchy, and price-fixing for the purpose of assur- 
ing profits to everyone. 

The discussion of recent American tendencies will arouse interest. It was 
of course only in the natural resources industries that a true cartel form of 
control was permitted under the NRA. However, Dr. Pribram believes that 
during the first stages of the system too many monopolistic elements in other 
codes were approved. Later it was difficult to return to the traditional “‘atomis- 
tic’ policy. Even the Schecter decision did not lessen the pressure of forces 
leading to collective action. Whether we return to an era of relatively free 
competition may depend upon the frequency and severity of future business 
fluctuations, according to the author, who again seems to minimize the 
restraining influence during the up-swing, of unified combinations. 

Dr. Pribram’s book is filled with quotable sentences and paragraphs, but 
on the fly leaf there is a warning against their reproduction in any form. 

THEODORE BULLOCK 

University of Nebraska 


State of New York: Final Report of the Joint Legislative Committee to 
Investigate Public Utilities. Legis. doc. no. 78. (Albany: State House. 
1936. Pp. 150.) 

This inquiry arose out of the Thayer lobbying incident of several years 
ago. Charges that utility lobbyists controlled legislators prompted a joint 
resolution of the legislature for an investigation which was passed in April, 
1934. The scope of the investigation, however, was broader than merely 
the political influence of utilities; in the end it touched on holding com- 
panies, rates, financial and accounting practices, and the shortcomings of 
commission regulation. A staff of lawyers, engineers, and accountants 
combed the books and files of a number of utilities for evidence. 

The Committee claimed (p. 33) to “prove the existence in the utility 
field of certain practices never before shown to exist by any public body, 
state or federal.”” This is an extravagant claim. To those familiar with utility 
and holding company practices or with the Federal Trade Commission’s 
much more comprehensive investigation, no startling new kinds of evil 
practices were unearthed. The devices used by holding companies to pad 
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operating expenses, write up property values, extract fancy profits for jp. 
siders, issue watered securities, are not new to students of the problem, 
Many of the choicest bits of skullduggery were dug from the files of on, 
system which has lately become notorious as an example of holding cop. 
pany racketeering and which has done much to damage honorable utilit 
operators. 

With respect to utility lobbying, the Committee found “no impropriety’ 
involving any member of the legislature. Commission regulation was found 
wanting in many respects, largely due to inadequate staffs and appropria. 
tions. Owing to more liberal appropriations hope was expressed that the 
Commission’s functioning would improve. If this did not happen, a special 
tribunal to determine rate-bases was suggested. The Committee’s inquiry 
into regulation was much less thorough and scientific than that of the 
Commission on Revision of the Public Service Commissions law, several 
years ago. 

Two features of the report especially interested the reviewer. (1) 
Numerous examples were given to show how rate-bases were padded through 
keeping useless property on the books under various subterfuges. This is 2 
field of investigation too much neglected by regulating commissions. Simi- 
larly, the padding of operating expenses has been rather neglected. Since 
utilities lack the spur of competition forcing abandonment of obsolete 
equipment, or operating economies, commissions should be especially critical 
of what is claimed to be used or useful property and necessary operating 
expenses. (2) The Committee espoused the doctrine that municipally owned 
plants should not be allowed to earn a profit after amortizing all taxpayers’ 
investments. This question is now in litigation in the Boonville case. 

Various amendments to existing statutes were suggested, some good and 
some of doubtful efficacy. Most of them were designed to fill holes in the 
existing powers of the public service commission, which emerged, in the 
Committee's opinion, as the best vehicle of utility control thus far devised. 

As a whole, the Committee’s report is disappointing. New examples of 


well-known vicious practices are given. But with all the fuss and feathers, 
stirred up at considerable expense to the taxpayers, the Committee produced 
no very profound conclusions or recommendations. As a state document, it 


is less significant and fundamental than the more thorough report of the 
Commission on Revision in 1930. 
E. W. MOREHOUSE 
Public Service Commission of Wisconsin 


NEW BOOKS 


BussiNG, I. Public utility regulation and the so-called sliding scale: a study of 
the sliding scale as a means of encouraging and rewarding effictency in the 
management of regulated monopolies, (New York: Columbia Univ. Press, 


1936. Pp. 174. $2.75.) 
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OF in. MaccREGOR, D. H. Industrial combination. Set. of reprints of scarce works on 
Iblem, pol. econ., no. 1. (London: London School of Econ. and Pol. Sci. 1935. Pp. 
of one ix, 245. 6s.) 


The reprint of Professor Macgregor’s scholarly treatise, originally published 


{ 
inn in 1906, is a timely reminder of a valuable contribution to the study of the 
utility trust problem. Although we have less need now to rely so largely upon the 
deductive method as this author did (though with ample reference to the 
riety’ available factual material), we are by no means yet agreed upon an answer 
found to the question with which this treatise is concerned. 
opria- Professor Macgregor attempts only an analysis of industrial combination as 
at the a form of business organization. Accordingly, he excludes from his study all 
¥ problems of large-scale production and big business as such and all questions 
pecial of monopoly and the concentration of economic power in the nation as a 
\quity whole. By further limiting his analysis to industrial enterprises supplying 
f the goods to a national or international market, he eliminates not only all small 
evera| local enterprises but also the great public utilities producing untransferable 
goods, or services that are inseparable from a fixed plant. The question to be 
answered then is whether the organization of industry, so delimited, by 
(1) combination is to be the “representative method” (by analogy to Marshall's 
‘ough “representative firm’), or the prevailing form of organization, of the twentieth 
$ isa century. The method includes both the joining of previously independent 
Simi- companies and the extension and decentralization of single organizations. The 
Sian resultant may be a trust or cartel or any federation or other form of organiza- 
tion with “‘many parts but one common control.” 
olete The author comes to no positive conclusions as to the efficiency of industrial 
itical combinations or as to their other supposed advantages; but in his study of the 
ating causes of the formation of trusts and cartels he finds it to be “admitted that 
wned combination is not as a rule primarily due to productive efficiency, but rather 
ees to reasons of defence or aggression.” The inevitable result, with either of 


these motivations, is a régime of higher prices—higher in relation to abnor- 
mally low prices due to the previous excessive competition or with reference 
| and to normal conditions. 


n the Viewing the matter from the standpoint of — policy and answering the 
1 the question as to the future of the method, Professor Macgregor concludes that 
seed “combination has in its nature great regulative possibilities, and it is a force 
4" more easy to start than to stop. It will probably proceed in its development ; 
oe but it has still to choose between its regulative a its monopolistic tendencies 
hers, at home; . . . while it is deciding this problem, it is preparing itself for prob- 
luced lems of foreign trade, which may prove the real test of its national advantage.” 
nt. it In considering ‘‘what measures, short of ownership, the State can take for the 
F the safeguard of the people against the dangers of combination,” the author con- 
cludes that “the State cannot without danger either forbid, or circumscribe, 
or... sanction the combination movement,” and “'there is left for it only 
SE the duty of ensuring that the movement will owe its success or failure to the 
action of the openest competition with other methods.” 
R. E. Curtis 
ly of PowELL, B. R., JR. Compilation and analysis of congressional debates on the 
» the right of the federal government to operate electric power projects and on 
Dress, related subjects. (St. Louis: St. Louis Law Printing Co. 1935. Pp. lii, 975.) 


Statutes and decisions pertaining to the Federal Trade Commission, 1914-1929. 
(Washington: Supt. Docs. 1935. Pp. 1241. $2.) 
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Labor and Labor Organizations 


Administrative Labor Legislation: A Study of American Ex perience in the 
Delegation of Legislative Power. By JOHN B. ANDREWS. (New York: 
Harper. 1936. Pp. 231. $2.50.) 

Most of the labor legislation in the United States is to be found today 
rather in administrative orders, rules, regulations and standards than in 
the statutes. Prior to this book, however, administrative labor legislation 
never rated more than part of a chapter or a brief article in anything written 
in this country. 

The importance of this subject is more clearly indicated by the fact that 
the listing of all known administrative codes and standards affecting condi- 
tions of employment (in an appendix to one of the chapters of this book) 
takes up 28 closely printed pages; and some of the codes listed in a single line 
include hundreds of separate orders. Rule-making powers of broad scope 
are delegated to the labor departments of 19 states and similar powers 
confined to one or more specific fields of labor legislation in 11 states; in addi- 
tion, the labor departments in several more states have promulgated exten- 
sive “inspection standards,’ which while not legally binding, are actually 
applied much as are the enforceable safety codes in other states. Besides 
the labor departments, order-making powers in relation to employment con- 
ditions are often vested in public service commissions, minimum wage 
commissions, fire prevention officials, building inspection departments, and 
health departments. Only in the South has there been little administrative 
labor legislation. Yet the first administrative orders in this field were issued 
less than 25 years ago; and every prospect is that their volume will continue 
to grow with great rapidity 

This pioneer account is based upon years of study by the author and his 
staff. The American Association for Labor Legislation last year celebrated 
its twenty-fifth anniversary and in all but the first year of its existence John 
B. Andrews has been its secretary. From its inception, this organization has 
stressed administration even more than the enactment of labor laws. Nearly 
ten years ago, it began an intensive study of the administration of labor 
legislation in typical states in all parts of the country. The present volume 
grows out of this broader study, dealing with one of the most significant 
aspects of the present-day labor law administration. 

The first book in the field, this study is likely to remain the standard treat- 
ment for years to come. It is not merely descriptive, but critical and suggestive. 
In brief compass, the author presents a complete picture of the legal basis, 
procedure, and accomplishments of administrative labor legislation. But his 
object is something more than merely to give a report upon research carried 
on for many years. The entire research was undertaken and this book was 
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written with the definite purpose in mind to improve the administration of 
jabor laws in this country. 

The author believes thoroughly in the value of administrative labor legis- 
ation. With all its defects, it has worked better than detailed statutory 
regulation in this field. Many evils, however, have developed, and in every 
state there is room for improvement. As in all delegated legislation in this 
country, there is often a complete lack of orderly procedure and far from 
adequate publication. 

This book fairly describes the present situation and makes concrete sug- 
gestions for remedying the defects. In appendices it presents standards for 
delegating rule-making power in relation to conditions of employment and 
, model state bill for this purpose, as well as a sample administrative regula- 
tion. This is, thus, a book valuable alike to practical administrators and to 
students of administration and labor problems. It is one of the most 
important contributions in the field of labor legislation published in recent 
years. 
| EDWIN E. WITTE 

University of Wisconsin 


History of Labor in the United States, 1896-1932. Vol. Ill. Working Condi- 
tions. By Don D. Lesconter. Labor Legislation. By ELIZABETH 
BRANDEIS. Vol. IV. Labor Movements. By SELIG PERLMAN and PHILIP 
Tart. (New York: Macmillan. 1935. Pp. xxx, 778; vii, 683. $4.50; 
$4.00. ) 

These two volumes continue the monumental History published by Pro- 
fessor Commons and his associates in 1918. The earlier volumes covered the 
period to 1896; the present carry the History from that date down to 1932. 
A happy connection between the two parts of the work is an introduction by 
Professor Commons in which he skillfully weaves a labor philosophy from 
his own personal experiences. 

It may be said at the outset that the present volumes will not offer to 
most readers as much of interest as the earlier installment. This is due largely 
to the fact that the labor history of the earlier period was very imperfectly 
known until the appearance of Commons’s History, while most of us know 
something about nearly all the important facts of the history of labor since 
1896. The task of the writers of these volumes has been certainly as difficult, 
probably even more so, than that of the historians of the earlier period. 
But it has not been so much in the unearthing of novel facts, as in the careful 
comparison of large amounts of secondary materials, monographs and books. 
This is not to say that there has not been resort to primary sources when 
occasion demanded, but it has been less frequently necessary. There is one 
other respect in which the present volumes are less interesting than the 
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earlier. Through the earlier volumes a certain unity was achieved by Professo, 
Commons'’s striking and suggestive generalizations as to the evolution oj 
labor relations. But Professor Commons was looking back over 100 years 
of history, while these volumes cover less than 40 years. Perhaps generalj. 
zation is possible only for a long period, for then we may be able to disregard 
the trees. At any rate, the authors have confined themselves mote closely 
to the setting forth of facts arranged in an orderly manner. . 

The first of the present volumes is divided into two parts, the first op 
working conditions by Lescohier and the second on labor legislation by 
Brandeis. This division of the subject is reminiscent of the division in many 
books on labor problems (first used, I think, by Adams and Sumner) into 
Grievances and Remedies. It is a difficult division to work because there are 
some things which turn up twice; a labor condition sometimes becomes the 
subject of legislation, and the exact limits of each field must have required a 
good deal of consultation. For example, Lescohier has two chapters on unem- 
ployment 1890-1921, 1922-1935; a chapter on public works as a form of 
unemployment relief, and a chapter on private plans for unemployment in- 
surance. Some 300 pages further on, Brandeis devotes a part of a chapter to 
unemployment legislation. Chapter 5 by Lescohier on “The reward of 
labor” (wages) is followed at a great distance by “Minimum wage legish: 
tion” by Brandeis. ‘“The hours they work’’ by Lescohier is widely separated 
from “Hour laws for men” and ‘Women’s hour legislation.” Such an 2- 
rangement does not seem the best, since the connection between hours of 
work and the legislation relating to it appear to be closer than the connection 
between various forms of legislation. 

But if the arrangement leaves something to be desired, the comprehen: 
siveness of the work is all that could be asked. The volume covers, histor: 
cally, the major topics ordinarily included in the books on labor problems, 
such as hours of labor, wages, personnel management, minimum wage 
legislation. There are particularly interesting chapters on several aspects of 
employers’ policies—e.g. company unions, and private plans for old-age 
pensions. The chapter on the administration of labor laws is also noteworthy 
The only large omissions are ‘‘employers’ associations” and “‘legislation on 
trade unions and trade disputes.” The latter of these is partially covered in 
the chapter on labor legislation and the Constitution, and all of them are 
touched upon in the second volume in connection with labor movements 
but the treatment there is incidental and not systematic. 

Each chapter is exhaustive and detailed. It can fairly be said that out of an 
enormous mass of literature Lescohier and Brandeis have brought togethet 
a balanced, comprehensive and authoritative history of working condition 
and labor legislation for the period—a task requiring patience, judgment 
and skill. Other workers in the field out of this arsenal of well digested fact 
perhaps may weave a philosophy, but if so, it must rest on this book. Thete 
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i; no doubt that this will remain the standard work of reference on the 
subjects dealt with. 

Volume IV by Perlman and Taft on Labor Movements is constructed on 
different lines from Volume III. The difficulty which the authors faced in 
including with trade unionism all other labor movements, such as the 
|. W.W., was very great, since it was almost impossible to connect these 
interludes with the more or less regular and understandable history of trade 
unionism. This problem has been solved in the period from 1896-1910 by 
grouping the chapters relating to trade unionism in one section entitled “Mass 
advance and repulse’ and bringing the chapters on revolutionary movements 
into another section, ‘‘Proto-fascism and revolutionism.” The difficulty is 
not so acute in the period from 1910 to 1932, since the revolutionary move- 
ments have been more directly related to trade unionism. They have been, 
on their face at least, rival forms of trade unionism, rather than rivals of 
trade unionism. 

The general plan which the authors have followed has been to describe 
episodes in the history of labor, selected in such way as to illustrate the move- 
ment which they deem important for a particular period. In general these 
follow a chronological order. Thus, the period from 1896 to 1910 is covered 
ina series of chapters dealing with the rise of the bituminous coal miners, the 
emergence of the anthracite workers, the eight-hour day campaign of the 
printers, the Chicago teamsters, etc. These separate chapters are woven to- 
gether by certain introductory and interstitial comments. Such a treatment 
may be criticized as less comprehensive than the ordinary chronological form 
of treatment, but it has the great merit of picturesqueness, which is much 
heightened by the genius of the authors for alluring chapter headings. Who, 
for example, would have imagined that a chapter on ‘“The vassal of steel’ 
was a description of the Great Lakes dispute, or that “Labor's defeat at the 
Marne’ was an account of the steel strike of 1901? The chapters are of 
uniform excellence showing thoroughly good workmanship, a careful study 
of all available sources, and will undoubtedly constitute the authoritative his- 
tory of the events described. 

In an introductory chapter, the authors outline the conclusions which in 
1896 the labor movement had drawn from past experimentation. At the end 
the authors review these conclusions in order to discover changes in position. 
They find surprisingly few changes—mainly some lessening in the fear of 
governmental action. The “ideology” of the movement remains almost un- 
changed. In general, the authors conclude that labor’s campaign during the 
last forty years shows an “appreciation of realities.” The revolutionary move- 
ments become in perspective mere disturbances. In other words, the United 
States being “ideologically” what it is, trade unionism has, despite strategic 
errors, achieved about as much as was possible. The authors reject the view 
that different leadership might have made a great deal of difference, although 
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they think that more activity by the A. F. of L. against graft and jurisdictiong| 
disputes would have been helpful even if it had impaired somewhat the 
autonomy of the individual unions. The larger question—as to how fa 
trade unionism is likely to prove important in the future—they do not 
debate. 

Both volumes are the result of codperative labor, and much of the spade 
work has been done by graduate students. Frequent references to the work of 
students indicate the extent of the aid thus given. The work is thus not only 
a notable performance, but an inspiring example to seminars in other 
American universities 

GEORGE E. BARNETT 

Johns Hopkins Universit) 


Unemployment: An International Problem. Report by a study group of 
members of the Royal Institute of International Affairs. (New York: 
Oxford Univ. Press. 1935. Pp. viii, 496. $10.00.) 

This is an excellent example of codperative research. A small group of 
British scholars and public men, while obviously aware of the peculiar prob- 
lems of their own country, are yet able, through the aid of some foreign 
correspondents and advisers and through ample use of the publications of 
the I.L.O. and the League of Nations, to achieve in large measure that inter- 
national viewpoint and breadth of vision which is needed for the discovery 
of the real nature of unemployment and of the possible remedies for it. 
Here, indeed, we find set down with the proper degree of detachment our 
own rather disgraceful share of responsibility for the debacle of 1929; and 
here we see, as others see, our backwardness in the way of unemployment 
statistics, in the establishment of employment exchanges, and in the general 
disposition to codperate with or to learn from other peoples. 

In spite of a modest disclaimer in the preface, substantially all aspects of 
unemployment are dealt with by the comparative method, not merely as a 
depression phenomenon but, alas, for many countries as a continuing pros- 
pect for many years to come. The exclusion (p. 27) of idle, independent 
artisans, usually self-employed, from the definition of unemployment, like 
the remark that countries where a close alliance exists between agriculture 
and industry are in a more fortunate condition, seems largely a statistical 
distinction not necessarily representing any real difference in point of wel- 
fare. Full significance is given under causes to the recrudescence of nation- 
alism and to the rapid industrialization of previously agricultural areas, like 
Russia and Japan, made possible by new sources of power and the ability to 
transplant technical equipment, requiring little skill to operate, more or less 
bodily from older industrial countries. It is this development which presages 
a long period of readjustment and hardship for the western world. Not too 
much importance is attached to technological changes except where these 
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ure introduced at a rapid pace and where, as is truer in Great Britain than 
in the United States, there is imperfect mobility of labor from one industry 
or section to another. They do give rise to a definite short-period problem 
which is aggravated when such changes come into conjunction with cyclical 
depression. British examples confirm the studies made in America showing 
the delays and difficulties of relocation. The problem of emigration and im- 
migration, which the United States and Australia have chosen to regard as 
, national one purely, is here presented as really international and requiring 
international planning and agreement. We are probably destined to realize 
that more fully through our connection with the I.L.O. Just why this chapter 
should be separated from that on birth-rates and population, however, is 
not so clear. Neither is it quite clear why such attempts at industrial plan- 
ning as are involved in rationalization and the formation of international 
cartels should be discussed by causes rather than by remedies. After pre- 
senting rival opinions, the authors conclude that the effect of high or rigid 
wage-rates in producing unemployment has probably been over-emphasized. 

The treatment of “remedial measures,’’ occupying about one-third of the 
volume, is especially satisfactory and is the part from which we in America 
can learn the most about what to do and what not to do. In general disap- 
proval of an extensive program of public works, there is this striking state- 
ment: “It cannot be too strongly emphasized that any public works policy 
which distracts attention from the necessity of rehabilitating private industry 
is dangerous under the present organization of society” (p. 297). Some 
confusion is probably involved in the statement that a “back to the land”’ 
movement is an essential part of the Roosevelt policy (p. 320). 

WARREN B. CATLIN 
Bowdoin College 


NEW BOOKS 


ALDERFER, E. B. Earnings of skilled workers in a manufacturing enterprise, 1878- 
1930. (Philadelphia: Univ. of Pennsylvania Press. 1935. Pp. xi, 88. $1.50.) 


This is an interesting and significant, if narrowly limited, study. The work 
consists in an exhaustive analysis of a group of skilled employees (termed 
shapers) of a Philadelphia concern (the identity of which ts carefully con- 
cealed), 2,413 in number for the years 1895 to 1930. The wage records of the 
company run back to 1878 but for the years prior to 1895 contain wage data 
for the apprentice group only. The company has maintained minute personnel 
records to which the author obtained full access. This concern since 1904 has 
employed over 10 per cent of the wage earners of the specific industry to which 
it belongs, and since 1914 about 25 per cent. A rather unique system of ap- 
prenticeship has prevailed, and not until 1930 were machines introduced which 
affected the skill factor materially. 

For these workers complete and detailed records were available. In a series 
of chapters, in which the author works from the general to the particular, with 
the use of refined statistical techniques and analyses, are treated fluctuations in 
the volume of employment; the trend of earnings; inequality of earnings 
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within the group; and the earnings of selected journeymen employed 20 years 
or more. From the viewpoint both of technique in analysis and results ob. 
tained each of the chapters is revealing and worthy of careful scrutiny by 
economists concerned with wage theory and wage facts. 

In the author's language ‘the most startling discovery is the extremely short 
duration of maximum earning power. Since shaping is a skilled occupation 
it is not astonishing to learn that it requires six years of training and experience 
on the part of an apprentice to attain average or modal earning capacity, but 
it is astonishing to discover that at the early age of 31 and thereafter earning 
power should be on the decline and that better than average earning capacity 
should be confined within the narrow range of 24 to 34 years of age.” 

In connection with this fact, one may well revert to the author's earlier 
finding that in 1930 ‘'278 of the journeyman shapers were working on the 
newly installed machines whereas the remainder of the journeyman force, 311 
men, continued under the old method of manual shaping. . . . The manual 
shapers earned only $7 whereas the machine operators received an average 
of $1,107.” 

HERBERT MAYNARD DIAMOND 


DE BUEN, D. Sol nization y competencia de, la jurisdiccién del trabajo. 
(Madrid: Sociedad para el Progreso Social. 1935. Pp. 40. 2 pesetas.) 
From a juridical standpoint this pamphlet treats of the organization, juris. 
diction, procedure, and functions of the agencies for the arbitration and adjudi- 
cation of labor disputes in Spain under the Second Republic. The economic 
aspects of labor prot lems are neglected. 
EARL J. HAMILTON 


GOLDBLOoM, M., and others. Str7kes under the New Deal. (New York: League 
for Industrial Democracy. Pp. 72. 15c.) 

HoppPock, R. Job satisfaction. (New York: Nat. Occupational Conf. 1935. Pp. 
xi, 303. $3.50.) 

Mr. Hoppock’s study, financed by a grant from the Carnegie Foundation, 
is a publication of the National Occupational Conference of which he is 
assistant director. It reports the results of three investigations designed to 
throw light upon the difficult problems of finding tests of satisfaction and 
dissatisfaction and of applying them to groups of job holders. For the most 
part the technique relied upon is one of asking the subjects tested to report 
upon their own feelings of satisfaction or dissatisfaction. In one study 40 
employed and 40 unemployed persons, mainly residing in New York City, 
were interviewed. In a second, 500 questionnaires received from persons em- 
ployed as teachers were analyzed. A third, the most interesting to the layman, 
consisted in interviewing all the adult residents of New Hope, Pennsylvania. 

These studies, and studies by other investigators which the author sum- 
marizes, suggest that “‘only” a third of the workers studied “indicated a distinct 
and conscious discontent’’ with their jobs. And vocational guidance, the author 
believes, can do much to overcome these maladjustments, if the maladjusted 
individuals can be found. “Dissatisfaction is not the inevitable result of indus- 
trialization.” Out of 309 employed adults interviewed in New Hope, 235 (77 
per cent) actively liked their jobs—or said they did—while only 45 (15 pet 
cent) actively disliked their jobs. 
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years Some doubt is cast upon the significance of this result, however, by the fact 
Sob. that 130 (43 per cent) said, I am not eager to change my job, but I would 
ny by do so if I could get a better job” ; while 84 (28 per cent) liked their jobs even 

less than this statement would imply. It would appear that too little attention 
short has been paid to the question of alternatives. It may be that many people 
ration “like” their jobs simply because there is nothing better in sight. This idea is 
rience reinforced by the author's findings that job satisfaction was highest among 
y, but professional persons and lowest among laborers, restaurant and hotel em- 
tino ployees and farmers. 


pacity LINCOLN FAIRLEY 


arlier Morton, N. W. Occupational abilities: a study of unemployed men. (Toronto: 

N the Oxford Univ. Press. 1935. Pp. xxvi, 279. $3.) 

» 311 MuUKHTAR, A. Trade unionism and labour disputes in India. (New York: Long- 

anual mans Green. 1935. Pp. vii, 251. $4.50.) 

erage TayLer, W. L. Federal states and labor treaties: relations of federal states to 
the International Labor Organization. (New York: Author, 405 W. 117th St. 

” 1935. Pp. 171. $2.) 

TuRIN, S. P. From Peter the Great to Lenin: a history of the Russian labour 

tba movement, with special reference to trade unionism. (London: P. S. King. 
1935. Pp. xii, 216. 9s.) 

juris. This volume presents a series of vignettes ; each of its ten chapters represents 

Hjudi- a scene or cross-section in the history of the Russian labor movement. The 

omic rise of the working class in Russia is rooted in the revolts of the peasants and 
factory serfs some 200 years ago. Although the trade-union movement, as such, 
rose only in the late nineteenth century after the emancipation of the serfs, 
the heart of the Russian labor movement is to be found in the organization 
of Starostas, or elected representatives and spokesmen of the workers in their 
respective plants, which took on permanent form before the emancipation. 
These, representing the workers somewhat as the village elders represented 
the peasants, the author conceives of as the true predecessors of the Soviets, 
which eventually played the leading réle in the Revolution of 1917. 

The outstanding characteristic of the Starostas, as of the Soviets, was their 
civil as well as economic nature. The recognition of a common working class 
interest leading to a common organization, even though unallied to the various 
political parties, was highly significant. The revolutionary struggle against the 
government grew out of the prolonged class struggle; a sequence exactly the 

opposite of that within the English movement as interpreted by Professor 
Tawney. 

While accepting the basic principle of the importance of the Starostas and 
Soviets, the reviewer questions whether the trade-union movement itself did 
not play a more decisive part in the events of 1917 and 1918 than the author 
seems to indicate. Granting the weakness of the trade unions prior to the 
February revolution, granting also the predominance of the Soviets in the 
earlier phases of the Bolshevik struggle, the réle of the unions, nevertheless, 
in adopting Bolshevik principles seems to the reviewer crucial. This lack of 
emphasis on trade-union participation in the revolution seems to the reviewer 
also to color the author's interpretation of Soviet development in so far as he 
touches upon it. 

The book is, on the whole, distinctive in its combination of objectivity with 
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intimate knowledge of pre-war Russian development. It is well annotated and 
includes among its appendices a useful and interesting bibliography of Russiay 
sources. 

MILDRED 


YELLEN, S. American labor struggles. (New York: Harcourt Brace. 1936. Pp. 
Xvili, 398. $3.50.) 

Administration of public employment offices and unemployment insurance 
Canada by INDUSTRIAL RELATIONS COUNSELORS. France by A. GILBERr 
Sweden by K. BERGSTROM and associates. Switzerland by F. MANGOLD. (New 
York: Industrial Relations Counselors. 1935. Pp. xi, 397. $3.50.) 

This is a third volume in a series of studies of the administrative aspect of 
public employment services and unemployment insurance in several countries 
This volume deals with the administration of public employment offices in 
Sweden and Canada and with the administration of ouplenaa offices and 
unemployment insurance in France and Switzerland. It is a useful guide for 
administrative officers and others interested in the operation of employment 
offices in the United States 

NorMaN J. Ware 


International Labour Conference, nineteenth session, Geneva, 1935: record 
proceedings. (Geneva: Internat. Labour Office. 1935. Pp. xxxv, 1015.) 

The Labour Party: report of the thirty-fifth annual conference, Brighton, 1935 
(London: Labour Party. 1935. Pp. vii, 326. 1s. 5d.) 

The migration of workers: recruitment, placing and conditions of labour. Stud 
and rep., ser 0, no. 5. (Geneva: Internat. Labour Office. Boston: World Peace 
Found. 1936. Pp. iv, 205. $1.75.) 

This study deals with the international movements of workers who are 
recruited in one country and placed in employment in another, and with the 
status and treatment of these workers during the time they are engaged in 
their first job in the country of immigration. The report is divided into three 
parts; the first is devoted to a statistical review of the migration of workers 
throughout the world during the last few years. The statistics, taken from the 
International Labor Organization Year Book, 1934-35, Volume II, clearly 
indicate the precipitous decline of migration during the depression. 

Part 2 provides a general survey of the existing systems of recruiting and 
placing workers. It describes the various methods used for giving information 
to immigrants, for training them, for dealing with applications for foreign 
labor, for estimating the labor market, for treatment while travelling, for re- 
ceiving and placing them in the country of destination, and finally for repatn 
ating them, if necessary. Part 3 contains information on the problem of equality 
of treatment for immigrant and national workers, on working and living con 
ditions, and on organizations for the protection of immigrants. 

While migration is now at a low point, the opinion is advanced that as 
economic conditions improve, migration will increase. The hope is expressed 
that migration in the future will be less chaotic than it has been in the past 
It is recommended that a general international convention be held to determine 
the principles upon which states may base migration agreements and regula 
tions. 

MELVIN J. SEGAL 
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report of the Industrial Legislation Commission, Union of South Africa. (Pre- 
toria: Govt. Printer. 1935. Pp. 181, vili. 6s.) 

Wages and hours of labour in Canada, 1929, 1934 and 1935. Suppl. to Labour 
Gazette, Jan. 1936. (Ottawa: H. M. Stationery Office. 1936. Pp. 118.) 

Women workers and labor supply. Stud. no. 220. (New York: Nat. Industrial 
Conf. Board. 1936. Pp. xi, 42. $1.) 

“The figures seem to indicate that women suffered somewhat less severely 
than men, particularly at the beginning of the decline in economic activity. 
There are also indications that the relatively larger amount of unemployment 
among males resulted from the fact that the manufacturing and mechanical 
industries were among the first to curtail operations. The service industries, 
comprising those occupations in which declined on the 
whole less, and at a later date, than did the production industries. There is no 
evidence in these data that would justify the conclusion that the employment 
of women workers contributed to increase unemployment among men during 
the depression.” 


Money, Prices, Credit and Banking 
NEW BOOKS 


BAKEWELL, P., JR. Past and present facts about money in the United States. (New 
York: Macmillan. 1936. Pp. xvi, 221. $2.) 

BALDWIN, W. E., editor. New York banking law, annotated; containing all 
mendments through August, 1935, with annotations from decisions of the 
courts and rulings of the Attorney General. (New York: Banks-Baldwin Law 
Pub. Co. 1935. Pp. 395.) 

BarTELS, W. Uber Form, Wirkungen und Modglichkeiten der Devisenzwangs- 
wirtschaft. (Chemnitz: Baum. 1934. Pp. 139.) 

VON BECKRATH, U. Créer du travail doit-il nécessairement cotter de l’argent? 
(Paris: Recueil Sirey. 1935. Pp. 156. 15 fr.) 

BERNSTEIN, E. M. Money and the economic system. (Chapel Hill: Univ. of 
North Carolina Press. 1935. Pp. xi, 516. $3.) 

Bopp, K. R. The agencies of federal reserve policy. (Columbia: Univ. of Mis- 
sourl. 1935. Pp. 83. $1.25.) 

In this interesting monograph the author makes no attempt to pass judg- 
ment upon the economic wisdom of federal reserve policies. Such was not his 
intention, What he does endeavor to do is to tell who decide these policies—in 
other words, what the federal reserve system really is. This he does very well. 

Professor Bopp analyzes the following federal reserve agencies: The Board 
of Governors, the federal reserve banks, the Board and the banks (rediscount 
rates and open-market operations), and other agencies. His treatment is main- 
ly historical and shows how much authority each agency exercised at the time of 
the establishment of the system and how this authority has increased or 
diminished with the passage of the years. 

He has made extensive use of the various congressional and senatorial hear- 
ings upon proposed changes in the Federal Reserve act, quoting widely from 
the opinions of various officials of the federal reserve system as expressed 
before these committees. As a result of amendments to the law and administra- 
tive changes within the system we find, he says, that “the system today is 
something quite different from what it was originally intended to be.” 
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eserve system records many conflicts among its agencies, 


of the energies of reserve officials has been consumed in 


conflicts” (p. 80). The result was, frequently, a stale. 


trend of authority within the system has been toward the 


in the Federal Reserve Board” (p. 79). With respect 
1 the Board and the reserve banks over rate changes the 
luding extremely unusual circumstances or a change in 
t the Federal Reserve Board will again force the board 
its rates against its will” (p. 57). 
CHARLES S. TIPPEtTs 


inking. 2nd ed. (New York: Longmans Green, 
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netarie. (Milan: Aracne. 1934. Pp. 175.) 
short articles dealing with important and current 
| banking problems and written for popular consump- 
1933, and December, 1934. 
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Carl Heymann. 1934. Pp. 219. RM. 6.) 
ritical survey of the statistical material available to 
ity, are interested in the French credit market. The 
at many points, but at none unfairly. Part 1 outlines 
system of credit statistics. Parts 2 and 3 cover the 
each of the several species of long-term and short-term 
s the findings and offers a modest list of adjustments 
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encies, Some 50 tables, though appended to the treatise, are the sort of material 
Ned in worked on, and integrate with the discussion throughout. 
| Stale. The statistical data hardly constitute a system. For some species of credit 
td the there is no published information; the secondary sources are erratic; and the 
respect oficial statistics are regularly late. Nothing serves to show the identity of 
eS the lenders or borrowers. Incomplete data yield an incomplete picture of the 
Nge in market rate of interest; and incompleteness characterizes the data on the 
board volume of credit. In view of the French tradition as to the legislature, the 
author looks elsewhere for the cure in the statistical material. A central statisti- 
TTS cal institute, to assemble current material and conduct special studies, he would 
place at the University of Paris. The lack of mortgage statistics is curable by 
Steen, the proper motivation of the registry officers. The inadequate classification of 
the assets of the insurance reserves is curable by the companies themselves. In- 
atische adequacy in the reporting of security flotations, prices, and CNN might 
be checked to the stock exchange itself. Finally, the very inadequate statistics 
nking of current short-term credits might be remediable by the Bank of France or 
| some ambitious financial journal. 
-y and JENS P. JENSEN 


id ed, Garcia, F. L. How to analyze a bank statement. (Boston: Bankers Pub. Co. 1935. 
Pp. 54. 

Mc. ras ty. Der deutsche Rentenmarkt 1923 bis 1935. (Berlin: Junker und 
Diinnhaupt. Pp. 110.) 

1935, GONNARD, R. Histoire des doctrines monétaires dans ses rapports avec l'histoire 
des monnaies. Tome I. De l’antiquité au XVII® siécle. (Paris: Recueil Sirey. 

tion” 1935. Pp. 289. 30 fr.) 

banks This is a skillfully condensed history of both money and opinions about 

“The money from their recognized beginnings to the end of the seventeenth cen- 

nces” ; tury. Its three parts deal respectively with the ancient, the medieval, and the 

“This mercantilist period, the first being restricted to Greece and Rome and the 

inkers latter two mainly to France. 

nany 's Professor Gonnard diligently searches among the few brief statements 
about money found in the Greek classics for a theory built to the present 

Carl specifications of economics. He appears to find too much. It is true that Aristotle 
described the functions of money, but it is difficult to agree that he was inclined 

Sirey. toward nominalism. Neither, in all probability, was he a member of the com- 
modity school. His monetary judgments like Plato's were influenced by moral 
rather than economic values, and it is not to be assumed that he had the fore- 

urrent thought to participate in a controversy that arose much later. 

sump: In his examination of the Middle Ages Professor Gonnard gathers together 
and ably comments on the intimations of monetary theories scattered through 
the writings of schoolmen, canonists and others not much interested in 
economics. These opinions were sometimes, as in the case of Oresme, very 
fully developed, but they were usually restricted to the political question of the 
power of the prince over money, an issue too frequently raised by changes in 
the weights and legal values of coins. 

With the sixteenth century, however, ideas about money began to be some- 
thing more than veiled prophecies of the quantity theory and Gresham's law; 
the historian need no longer read between the lines for his material. The ex- 
cellent chapters on this and the following century incidentally support the 
author's statements that the mercantilism a practical politics was quite differ- 
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ent from that of ry writers, and that the latter must not be judged 
by the conventi mary of their opinions condemned by the liberal 
economists. Like any h and penetrating analysis, this part of the work js 
disturbing to ste: ry 

A second volu oted later, will carry the treatment down to the 
present. 


K. M. ARNort 


GrizioTTI, B. L’é tive dans le monde depuis la guerre de 1914 
(Paris: Recueil S p. 144.) 

A panorama of story that pictures monetary events against a back. 
ground of econo litical problems, this survey covers much ground 
Nevertheless, it fully explore the wide range allowed it by Professor 
Griziotti’s broad tion of the functions of money. To serve as a medium 
of exchange is but f its many tasks; money is likewise an instrument 
with which politi y can deal with fundamental economic issues. It js 
an implement b ry and useful to the accomplishment of national 
purposes, for so int y are monetary systems related to other human insti. 
tutions that no s ress is possible without a wise currency program. 

The monetary pi f the last two decades has contributed practically 
nothing, Professor Gri believes, toward the solution of the world’s prob- 
lems. These centé need for: (1) the establishment of a new eco. 
nomic balance of ng nations: (2) a redistribution of wealth within 
nations; and (3) e in the relationship between the individual and the 
state. Faced with tl blems monetary policy has failed as has every other 
kind of policy; ai te has been essentially due to the fact that though 
the questions ha nternational in scope, the attempted answers have 
been nationalistic. | progress therefore awaits a spirit of international 
codperation, refle among other things, the stabilization of prices 
throughout the w ld basis and at a level somewhat below that of 
1913. 

Professor Gri: tory must be viewed as he views the world, at a 
little distance. O ree with its philosophy, and yet, on closer inspec- 
tion, criticize its pinions. Its main thesis fortunately does not rest 
altogether on suc! nts as that England arbitrarily and unjustly aban- 
doned the gold st l 


K. M. ARNDT 


KRETSCHMANN, J. ‘ i del trend secolare nelle fluttuazioni dei prezz 
(Pavia: Treves. 17 


A study of sec | movements in prices from both the theoretical and 
historical points An interesting part of the study is the analysis of 
price movements nd England over the period 1200-1600, from 
data of Rogers and D’Avenel. Following this, the remainder of the book is 
devoted to price ! ts in the pre-capitalist era (seventeenth and eight- 
eenth centuries) a pitalist period (nineteenth and twentieth centuries). 


H. A. FREEMAN 


KUNZE, W., SCHII Hq { SCHOELE, O., editors. Die deutsche Bankwitt- 
schaft: ein Schu 1 Nachschlagewerk fiir das deutsche Geld und 
Kreditwesen. Unte tsbrief 10-14. (Berlin: Betriebswirt m. b. H. 1935.) 
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LEFFLER, R. V. Money and credit. (New York: Harper. 1935. Pp. xi, 513. 
$3.50.) 

This is an elementary textbook on the subject of the relation of money to 
changes in the general price level. Even though it has the flavor of Jevons and 
Mill and approaches the problem of price levels in the fashion of the older 
standard texts, college instructors may be able to use it to some advantage. 
The chief merit of the book is that it emphasizes the extraordinary difficulty 
of credit control. Mr. Leffler has been conscientious in mentioning again and 
again the innumerable factors that may have a bearing upon the course of the 
general price average and that may defeat the subtlest programs of a central 
bank. Mr. Leffler also repeats, very clearly, a great many of the familiar axioms: 
Gresham's law, the necessary qualities of a medium of exchange, the requisites 
of satisfactory note issue, the deficiencies of the pre-federal reserve credit struc- 
ture. The entire store of elementary definitions, accumulated by generations 
of textbook writers, is there. In addition, there is a serviceable summary of 
recent developments in monetary affairs. 

The disadvantages of this volume are of two sorts. First, the organization 
is not entirely logical, with the result that Mr. Leffler has been forced into 
multiple repetition and has had trouble in working in a satisfactory review 
of credit control techniques. Second, the elementary student may not find it 
easy to deduce a useful, consistent theory of money from Mr. Leffler’s analyses. 
The reader is led to believe that variations in the money supply are important 
only by reason of their influence on the general price level. Again, Mr. Leffler 
explains the relationship of money to prices by a mosaic type of theory that is 
difficult to follow. Samples of Fisher, Keynes, Foster and Catchings, Cassel, 
Warren and Laughlin were all identified by the reviewer at one point or 
another. Finally, Mr. Leffler’s own standard of credit manipulation is a curious 
one. Two quotations may clarify the reviewer's point and, perhaps, Mr. 
Leffler’s as well: 

“Any changes in the demand for and supply of goods . . . should be per- 
mitted to appear in the price level” (p. 145). 

“As a general rule, changes in the amount of money used in trade and 
finance should equal changes in the demand for and supply of goods” (pp. 
373-374). 

Now and then Mr. Leffler advocates a policy of control that will permit the 
price level to vary with real costs, the “utility of goods in general,” popula- 
tion trends. At other times, he votes for a policy of strict stabilization. In any 
case, he makes it perfectly clear that the problem is distinctly bothersome. 

E. S. SHAW 


LescurE, J. L’épargne en France, 1914-1934. 2nd ed. (Paris: Domat-Mont- 
chrestien. 1936. Pp. 198. 15 fr.) 

The first edition of this monograph appeared in 1914. The data make it 
possible to trace in broad outline the movement of national wealth and in- 
come in France through the period of inflation, and from stabilization through 
the depression. The author concludes that the vicissitudes of the last two 
decades have hardly affected French thriftiness and willingness to save. By 
1934 the losses in national wealth incurred since 1914 had been replaced by 
new savings. Moreover, the annual increment of savings now po that of 
1914, and is estimated at 28 to 30 billion francs per year. However, at the 


present time these savings are invested largely in French governmental obliga- 
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lic loans abroad. Nevertheless, this does not seem 
on of the author in France’s achievement in Capital 
it both a reproach to those neighboring countries 
expedients,” and a significant reply to those who 

: the end of capitalism. 
the part of the book dealing with the economic 
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has received much better treatment elsewhere, and 
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jated silver, 1926-1931. Foreign Trade Assoc. of 

w York: Stechert. 1935. Pp. 230. $3.) 

der Wabrungsstabilisterung: eine Untersuchung der 
ler Hau} (Rostock: Hinstorff. 


Devisengesetze 1935, berichtigt zum 1. August 1935. 
Pp 220 


RM. 2.70.) 
tems of Great Britain, France, Germany, and 
2nd ed., rev. (New York: Macmillan. 1935, 


dmarkt. (Wurzburg: Triltsch. 1935. Pp. 126 


es phénoménes monétaires contemporains. 2nd ed 
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1924 (a review by R. R. Whitehead appeared in 
translation, under the title Modern Monetary 
by a well-known professor at the University of 

edition been considerably expanded and _ revised 

thor’s account of the principal stages of modern 
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moved even in opposite directions. He does not, however, make sufficient allow- 
ance for the extent to which these conditions, and the further discrepancies 
he notes between the currency and exchange curves, were psychological in 
origin, attributable, that is to say, to alternations between a “flight from the 
domestic currency” and a sudden return of confidence. 

WILLIAM H. WYNNE 


pescH, A. Die Goldklausel: eine Sammlung internationaler Rechtsfalle und 
Gutachten. (Vienna: Manzsche Verlags und Universitatsbuchhandlung. 1936. 
Pp. 161.) 

In this period of unsettled monetary affairs, fresh cases arising out of the 
gold clause in national and international obligations appear so frequently that 
no careful study can be fully up to date. Dr. Plesch’s volume is valuable, how- 
ever, for its clear summaries of nearly all of the outstanding decisions of 1935, 
as well as the decision of the Permanent Court of International Justice in 1929 
relating to Serbian loans floated in France and the English decision of 1933 
in the Feist case. The book does not include the English decision of Novem- 
ber 8, 1935, with respect to bonds of the United Kingdom 1917 gold loan 
issued in the United States, by which a gold coin clause was discarded in favor 
of the optional fixed rate of exchange; or the Netherlands decision of March 
13, 1936, in a suit against the Royal Dutch Shell, in which the gold clause was 
upheld. 

the author's purpose in summarizing important gold clause cases is to 
show that the gold value clause offers protection without which a credit sys- 
tem is unthinkable. He argues that of the three methods of guaranteeing con- 
tractual obligations—the gold clause, the gold coin clause, and the gold value 
clause—the third is the only one which experience proves workable. Obviously 
any state has the right to determine its own monetary system. The only way 
out of the resulting international difficulties involves distinguishing between the 
substance of a debt and the manner of its payment. 

In the case of Feist against the Société Intercommunale Belge de 1’Elec- 
tricité, the British creditor demanded payment in pounds sterling as of Sep- 
tember 1, 1928, on the ground that the Belgian company’s contract contained a 
clause to the effect that payment should be made in gold coin of the United 
Kingdom as valued on that date. The English court decided in favor of the 
plaintiff, on the ground that the real meaning of the clause was to oblige the 
debtor to pay gold value. However, the situation is now less clear. In comment 
on the decision of the English King’s Bench Division on November 8, 1935, 
the Economist of November 16, 1935, remarks: “Its general effect is to leave 
the question of the gold clause, under British law, very much in the air. It is 
clear that no element of finality attaches to the result in Feist’s case, for differ- 
ences in circumstances and wording, in any given instance, may, apparently, 
be sufficient to justify a diametrically opposite finding.” 

ALZADA COMSTOCK 


Ramalya, A. The reserve bank and agricultural credits. (Madura: Bur. of Econ. 
Research, 50 Sandaipet St. 1935. Pp. 55. Rupee 1.) 

SMITH, V. C. The rationale of central banking. (London: P. S. King. 1936. Pp. 
xii, 185. 9s.) 

WarBuRG, J. P. and CoyLe, D C. Can we solve the money problem? America’s 
town meeting of the air, no. 14. (New York: Am. Book. 1936. Pp. 34. 10c.) 
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WESTERFIELD, R. B ver debacle. (New York: Ronald. 1936, Pp. vii 
214. $2.50.) 

ZERBI, T. La banca dinamento finanziario visconteo: dai mastri del banc, 
giussano, gestore a revia di Piacenza, 1356-58. (Como: Cavalleri. 1935 
Pp. xv, 269.) 

Bank chartering hi y and policies of the United States. (New York: Ap 
Bankers Assoc. Eco licy ¢ ommittee. 1935. Pp. 48.) 

The banking lau f North Carolina, issued by the commissioner of banks o} 
North Carolina. (Charlottesville, Va.: Michie Co. 1935. Pp. 65.) 

Evolution du crédii role des banques: la réforme économique aux Etat;. 


Unis; travaux du les Economistes de Langue Frangaise, 1935. (Paris 
Domat-Montchrest 1935. Pp. 2 40 fr.) 


Twentieth annual 1 the silver wie a (New York: Handy and Harmon 
1935. Pp. 55.) 


Public Finance, Taxation, and Tariff 


State Control of ] Finance in Massachusetts. By Roya S. VAN pr 
WOESTYNE. Harvard econ. stud., vol. 49. (Cambridge: Harvard Univ, 
Press. 1935. Pp. xii, 184. $2.50.) 

Alarming deficits in budgets and frequent defaults in municipal debt 
payments have focu public attention recently on the recklessness of much 
of our municipal fu ing and the need of state control. Consequently a 
critical account of stat trol of local finance in Massachusetts is of timely 
interest, particularly in view of the fact that the municipalities of this state 
have weathered depression rather more successfully than the majority. 

Dr. Van de Woestyne has given a critical and concise account of the de- 
velopment of such st ntrol in Massachusetts. His conclusions are ade- 
quately backed by statistical data, and he has been most successful in inter- 
preting the facts with vident bias and without offering any panacea for 
local financial ills. 

One of the most important contributions of this volume, in the reviewer's 
Opinion, is the account « perience with tax limits. Massachusetts learned 
more than twenty years ago that municipal tax limits foster municipal bor- 
rowing—and has profited by the knowledge. 

Debt limit legislati is, in the author’s opinion, been thoroughly suc- 
cessful in correcting the abuses of debt management, and “some degree of 
success has been atta n controlling the growth of debt itself...” (p. 
163). This latter stat t is supported by the figures for increases in 
municipal debts. It is disappointing to find no discussion of the merits of 
the particular form of debt limit used by Massachusetts, and widely accepted 
in other states: a fixe rcentage of assessed values. It seems probable that 
linking the amount of debt to the value of the tax base is at least in part 
responsible for the tendency apparent in Massachusetts, as elsewhere, for 


municipalities to incu: ssive debts in time of prosperity and to pay them 
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gin time of depression. Debt reduction, even during depression, may be 
in indication of sound financing” (p. 167), if debts are excessive and 
edit strained. But a sounder policy would seem to be one which resulted in 
yecreasing debts in time of prosperity, and in allowing some leeway in time 
depression, whether such policy be achieved through state control or the 
growth of municipal wisdom. Dr. Van de Woestyne himself seems to favor 
he more flexible controls which are offered by the local finance commission 

», 164), although he (wisely in view of the limited experience of Massa- 
-husetts with this control device) does not commit himself on this point. 

The author concludes that some state control is essential and that the 
Massachusetts controls “have wrought great improvement in the financial 
ondition and practices of the cities and towns” (p. 163), although they 
have not been unqualifiedly successful” (p. 165). He does not advocate 
acreased controls, however, but rather ‘vigorous, intelligent, and unremit- 
ing activity on the part of local officials and taxpayers themselves” (p. 166). 
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Fischer. 1936. Pp. 16.) 

br Marco, A. DE V. Principii di economia finanziaria. (Turin: Einaudi. 1934. 
Pp. xxxii, 425. L. 40.) 

Being a general treatise upon public finance with the illustrative materials 
definitely emphatic of Italian affairs, this volume might easily be passed with- 
out interest by the casual student. But, it is one of the few available treat- 
ments of finance which trace in detail the social and economic effects, not of 
taxes, imposts, tariffs, duties and special assessments, but of public debts, 
inflation, deflation, devaluation, reflation, currency management, stabilization, 
international capital movements, and other currently discussed problems of 
national fiscal policy. Part 5 is particularly stimulative in its discussion of public 
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borrowing and debt manipulations at the hands of the taxing and monetan 
authorities. There has been insufficient emphasis — what de Marco terme 
the inescapable dependency between national fiscal policy and private bani 
policy, external and internal. Some may disagree with the argument that ip. 
flation necessarily 


listributes private wealth, absolutely or relatively, when 
owed by bank inflation. But, all will agree that forced 
igh the issue of paper money, coupled with later devaluatio, 
of the monetary unit, actually constitutes conscription of wealth. When em. 
ployed under the exigencies of war both might be justified, provided inter). 
tional equilibria al t thereby sufficiently disturbed to render undue internal 
economic depression a necessary concomitant to ensuing stabilization. Signo, 
de Marco gives scant attention to problems of national fiscal policy arising from 
international maldistribution of metallic monies and to those of a nation under. 


fiscal inflation is { 
borrowing thro 


taking to act as international banker. 
F. F. Burtcuert 
REpacI, F. A. La finanza italiana nel ventennio, 1913-1932. (Turin: Einaudi 
1934. Pp. 316. I ) 
In this statistical presentation of Italian finance there are 120 formal, and 
nearly as many informal, tables. With the exception of the preface and intro. 
duction, the textual matter is neither critical nor extended. For the most part 


the figures are derived 


from official statistics, although all money values have 
been reduced to thi 


ent value of the lira. Although the volume will provide 


detailed data upon Italian finance for the two decades, critical students are 
likely to seek more complete information as to the basis of the figures and 
the methods of public accounting. The introduction of state control over the 
banking system and the extension of public industry under fascism complicate 
the interpretation and construction of satisfactory financial tables. While 
Répaci would readily admit the impossibility of writing a satisfactory history 
of the financial affairs of a nation without reference to international relations. 
he has felt it unwis« include extended data on this phase of Italian fascism 
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Winsow, C. M. and Munro, W. L. Winslow's minimizing death taxes, 1935- 


1936 edition. (Chicago: Commerce Clearing House. 1935. Pp. 116. $1.) 


WrichT, S. F. China’s customs revenue since the revolution of 1911. 3rd ed., 


rev, and enl. with the assistance of JoHN H. CusBon. (Shanghai: Inspectorate 
Gen. of Customs. 1935. Pp. iv, 674.) 

The first two editions of this book appeared in 1925 and 1927 under the 
title The Collection and Disposal of the Maritime and Native Customs Revenue 
since the Revolution of 1911. The new edition brings the account up to date. 
In 1854 the Chinese Customs Service was placed in foreign hands, he up to 
1912 the responsibility of this service was limited to the correct assessment of 
the duties. The collection, and remittance of the customs revenue to the govern- 
ment, was handled by Chinese officials. Early in 1912, when there was danger 
that China would default on the foreign loan and Boxer indemnity payments 
which were secured by the customs revenues, the Chinese government and the 
Diplomatic Body arranged that the Customs Service should turn over the 
necessary funds directly to the foreign banks handling these payments. Under 
this system China has maintained payments on these foreign obligations in the 
face of internal economic and political disorganization. By using the can- 
celled Boxer indemnities and previously unpledged customs revenues as se- 
curity, China has also floated numerous internal loans on favorable terms. 

This book gives a faithful and detailed record of these transactions. Its 
chief value is as a work of reference rather than as an historical account, as the 
mass of detail in the text obscures the broader picture of the developments that 
are recorded. The appendices, covering over 250 pages, are a mine of informa- 
tion in regard to the loan and indemnity obligations of China, and a full index 
adds to the value of the book for reference purposes. 

FRANK WHITSON FETTER 


Facts about the rise in government costs. (Washington: Nat. Assoc. of Manufac- 
turers. 1936. Gratis. ) 

Message of the President of the United States transmitting the budget, for the 
ervice of the fiscal year ending June 30, 1937. (Washington: Supt. of Docs. 
1936. Pp. 859. $1.50.) 

United States government securities, 1936 edition. (New York: C. J. Devine. 
1936. Pp. 42.) 


Population and Migration 


Length of Life: A Study of the Life Table. By Louts I. DUBLIN and ALFRED 
J. LorKa. (New York: Ronald. 1936. Pp. xxii, 400. $5.00. ) 

“The life table is not a mere array of dry figures. It is a human document. 
Behind it and implied in it is a story of man’s efforts to prolong the exist- 
ence to which he instinctively clings, but to which a limit is set, partly by 
innate biological factors and partly by environmental influences.” With 
these words, the authors introduce the chapter on “The biological aspects 
of the life table.” This is but one of fourteen chapters in a book of 400 
pages, clearly printed, and absorbingly interesting, which deals with the 
subject of the length of life from the statistical, sociological, economic, 
political, industrial and public health points of view. 
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isize one chapter more than any other; but Party 
the chapters dealing with the “Contribution of 


to human longevity,” “Longevity in relation 
special reference to impairments,” and ‘ ‘Longer. 
"’ may merit particular consideration. The firs 

clear, concise analysis of the romantic conquest 
i mature mortality through sanitary science and 
nts the way to further achievements in each age 
in. It is within the realm of present possibility 


who 


sp Canac 


uncy of life at birth to three score years and ten, Hy h¢ & 
ypters deals with the effects of specific defects like Hi v2!s 
lood pressure, gall bladder disease, renal disease 


ea©ri\ 


revity in the United States, and of the preparation 


This book is th 


lished under the } 
C. Marsh. 
grant in Canada 
a settler in terms 
is greatly needed 


It constit 


field of immigration 
taken the place of 
sion of the present 


the growth of poy 
lems of debt, ta 


growth of populat 


is, therefore, most 


Mr. Reynolds 
tion, with special 


tuberculosis, pleurisy, rheumatism and asthm, 
f these chapters considers the socio-economic 
t of occupation, accidents, dusts and other 
normal expectancy of life. 

on of the longevity of famous men, including 
maticians; of the longevity of the presidents of 
life tables in Europe and America; of the geo- 


efi 


harts and graphs around which the text is skill 
ind stimulate detailed study. 
Murray P. Horwoop 


Technolog) 


nomic and Social Adjustment in Canada. 


“(lew York: Oxford Univ. Press. 1935. Pp 
f the McGill Social Research Series to be pub- 
ip of Professors Carl A. Dawson and Leonard 
factual and objective study of the British immi- 
pts to indicate, if not to measure, his success as 
tific analysis of results. Research of this character 
Dominion, and in no direction so much as in the 

ttlement, where in the past opinion has largel) 

. In addition, the utilization and expan- 
ipment of the country depend largely on 
a immigration or natural increase. Prob- 
vernmental services are closely related to 
rk of this scholarly and objective character 
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t party ion. He gives a brief account of British immigration to Canada from the 
tion of earliest times, concentrating on the decades from 1900 to 1929. In this 
relation Murvey he takes into account, also, the alternative opportunities presented 


Longey. lmby the United States, and the great difficulty Canada had in retaining its 
he firs: {immigrants once they had arrived. He traces the causes and consequences of 
MNquest FEC tinental immigration, especially in their effect on the economic and 
Ice and cultural texture of the population. He shows that many British immigrants 
ich age MM who declared their destination as the West, either remained in eastern 
sibility Canada or crossed the border to the United States. In the period 1919-1929 


nd ten Mahe estimates that Continental Europe supplied 42 per cent of the new ar- 
ts like HB rivals, Britain 39 per cent, and the United States 19 per cent. If these 
lisease Wg igures are checked against emigration and the vital statistics, however, 
isthm, IM it will be found that Continental Europe furnished a far greater proportion 
nomic Mg of the ef resident immigrants of the country than Great Britain—72.6 per 


other Mg cent as against 34 per cent, respectively. As a consequence, problems of 
ercat sociological importance naturally arise, which cannot be examined 


udin here. 

nts t In Part 2 Mr. Reynolds makes a close study of occupational and residen- 

2 geo. I tal segregation of British immigrants in Montreal, dealing mainly with 

ration their employment and the social structure of the immigrant colony. In Part 

skill. ; he deals with the adjustment of various British immigrant groups, chiefly 
with respect to their ways of making a living, their modes of living, and 

OD their processes of “assimilation.” He then proceeds to deal with the mal- 


justed immigrant and to present his conclusions with respect to future 
migration policy. In part, at least, it would appear that his findings on 


nad. future immigration policy are clouded with the difficulties of recent de- 
- Pp, pression years. He thinks the period of great immigration expansion in 
Canada has been reached and passed, and that the city-bred immigrants of 
pub- Great Britain find it increasingly difficult to achieve success on the land. In 
nar general, Mr. Reynolds would welcome to the Dominion only domestic 
nmi- servants, clerks, professional workers, and artisans for certain selected 
$$ as trades. From now on, he concludes, restriction and selection must be the 
acter goal of Canadian immigration policy. 
the This work, brilliantly conceived and executed as it is, affords too narrow 
gel) a basis for such broad conclusions of policy. The research has been largely 
an- confined to urban conditions, and even then to certain selected eastern cen- 
on ters. Not enough is known of the processes of “‘assimilation” to render such 
rob: harsh judgment, for example, on the tenacity with which the British im- 
| to migrant clings to past habits and traditions. It is just possible that these 
cter elements have done more to form the Canadian character than the writer 
of this book admits. It also seems superficial to suppose that urban immi- 
ra: grants from Britain are not adapted to life on the land in Canada. In many 


fa- cases they are separated by only a generation or two from the soil; and in 


A 

| 
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any event this deduction does not make clear why many successful settler; 
in the west, men who have achieved real distinction in agriculture, have been 
drawn from British towns and cities. 

The bearing of immigration and population increase on the solution of 
the railway and other economic problems in the Dominion cannot be 
ignored. It would be unjust to criticize Mr. Reynolds for lack of sufficient 
study of the question of agricultural settlement, where within the confine; 
of his subject he has done so much and so well. Before his conclusions with 
regard to the end of the era of immigration expansion can be accepted, how- 
ever, there is need of further study and research such as that at present being 
pursued in Canada by Mr. Robert England and others. In particular, much 
more should be with respect to the need of selecting and Classifying 
lands for settlement; of selecting the types of settlers to be established; of 
determining the size of the farm in the district to be opened up; of devising 
methods of financing farmers in pioneer areas; and above all, of planning 
the entire settlement so as to assure the most favorable conditions for eco- 
nomic and social ess. Remedies for agricultural distress are not as im- 
portant as the prevention of that distress. Before these and many other 
factors are given due weight in national policies of land settlement it would 
be wise to suspend judgment as to the limits of British settlement on the 
land. 


W. W. SWANson 


University of § ttchewan 


The Measurement of Population Growth: Methods and Results. By RoBERt 
R. Kuczynski. (London: Sidgwick and Jackson. 1935. Pp. vi, 255. 


12s. 6d.) 

This is advertised as the second in a series of textbooks of social biology 
and should be judged primarily as a textbook. Dealing with births and 
deaths and the measurement of fertility and mortality, it is substantially a 
textbook on methods in vital statistics. As such it has two great merits which 
will appeal especially to scholars in the English-speaking world: it criticizes 
keenly (but too often destructively) the methods used in presenting Eng: 
lish and American vital statistics; and it compares them with alternative 
methods to which English and American officials have given scant attention. 
The Division of Vital Statistics in the Federal Bureau of the Census, for 
example, has recently been r organized to handle those records of births 
and deaths and perhaps also of marriages which first became a nation-wide 


1 


system in 1933; th officials might well ask themselves how far the 
suggestions and warnings in this book can be of help. 

A textbook should present the results generally accepted by scholars and 
put what contributions the author has made to the structure in appropriate 


relation to the whole. Ordinarily it ignores or passes lightly over its his: 
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wrical aspects and omits reference to erroneous or superseded methods. 
if this work is a textbook, its defects are as notable as its excellencies and 
ue likely to interfere with its usefulness. 

Vital statistics is mainly an applied science, and officials who engage in it 
must justify themselves by contributions to social welfare. Dr. Kuczynski 
«emplifies the passionless curiosity of a votary of pure science; he gives 
but one chapter to the measurement of mortality and five to the measure- 
ment of fertility, thus almost reversing the distribution of space adopted 
by most writers on vital statistics. They would say that the birth rate, how- 
wer measured, or the average quality of the children born, has not been 
fected nor does it seem likely to be by the measurement of human fertility, 
3s mortality has been reduced by human effort based on the results of vital 
satistics. Until that is shown, to measure fertility seems to them much less 
important than to measure mortality. 

Another defect of the book as a textbook is that Dr. Kuczynski usually 
compares the methods of previous writers with his own standard method 
instead of looking on them as stages in a progressive improvement. Thus 
he uses his own contributions not so much to fill gaps as to replace the dis- 
carded methods of his predecessors, in the treatment of which he displays 
an assurance which does not reassure. Whenever he cites Farr, it is to point 
out his errors: ‘“This sweeping statement is the more surprising .. .” (p. 
13). “There is no basis for the opinion expressed first by Farr...” (p. 14). 
Farr “took by mistake the age of all mothers (including mothers of illegiti- 
mate children)” (p. 46). ‘Farr was mistaken when he based the official 
English fertility statistics on the assumption that this ‘interval’ was six years 
in Sweden” (p. 47). “It does not seem necessary to discuss in detail the 
mistakes made by Farr...” (p. 65). “But the Registrar-General was not 
able to make up his mind...” (p. 132). 

All these criticisms are of public documents perhaps written by Farr, 
out certainly not signed by him. They should have been addressed to the 
Registrar-General, who was officially responsible for the statements; it was 
the greatest disappointment of Farr’s public career that he never became 
Registrar-General, and he should not be given that title. 

Even when Dr. Kuczynski’s criticisms are convincing, as they commonly 
ate, the de haut en bas expression of them is irritating. He writes that it is 
impossible to understand how Farr “‘could obtain a mean age of 25.8 years 
at marriage for 1841-1850” (p. 46). The words “for 1841-1850” are not in 
the original. Whoever wrote the passage wanted a measure of the interval, 
unknown for England, between the age of mothers at marriage and their age 
t childbirth. Finding the former for Sweden, 1841-50, he may have learned 
that the latter had been compiled there since 1861, and that the figures 
available for the early years of the decade 1861-70, in which he was writing, 
showed an average age of 25.8 years. This conjecture at least offers a reason- 
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iv 


able explanation of what Dr. Kuczynski found impossible to understand 
The same mental attitude appears where the author is less sure-footed 


im lology. No one whose native language is English 


would prefer, I suppose, as he does, “culture” to “civilization” as a render. 
ing of that “Kultur” which the death rate has been thought to measur. 
(p. 202 and footnote) 

Dr. Kuczynski’s criticisms of the standardized death rate lead him to 
conclude that it is a ‘“‘less adequate gauge for the measurement of mortality 
than the crude death rate’’ (p. 194). His negative results about its value 
and that of the standardized birth rate appeal to one who long ago objected 
to the former. But even here the argument is weakened by the emphasis 
with which it is put 

He is as confident about the value of life tables as he is sceptical about 
the standardized death rate. But surely Wilson is right in saying that once 
specific death rates have been wrought into a life table, many assumptions 
have been introduced and the life table may show the consequences of those 
assumptions rather than of the biological facts. To Dr. Kuczynski a method 
looks either black or white; to the reviewer, it seems that no method is so 
bad that, if judiciously used, it may not increase our knowledge, and none 
so good that it al should be employed. 


WALTER F. WILLCox 
Ithaca, New ¥ 
NEW BOOKS 


Baas, C. Malthu 1 the population problems of today. Reprint from the Joxr- 
nal de la Société H ise de Statistique, 1935, no. 4. (Budapest: Stephaneum 
1936. Pp. 39.) 

EpIN, K. A. and HUTCHINSON, E. P. Studies of differential fertility in Sweden 
(London: P. S. K 1935. Pp. 116.) 

The fourth of the Stockholm economic studies is designed to present to 
non-Swedish readers the statistical evidence on the basis of which Swedish 
scholars have cot led that in Stockholm the usual “‘social class differentials 
in intramarital fertility’ have been reversed. Data for 1919-22 reveal: (a) 
that intramarital fertility for the whole population “increased from the lowest 
to the highest inco sroups;” (b) that this relationship characterized the 
main occupational groups other than the industrial workers among whom : 
slight decrease in fertility was associated with an increase in income; (c) that 
there were no “marked differences in fertility between the occupational groups. 
A more detailed analysis of 6,629 Stockholm families, established in 1917-2 
when the wife w nder 35 and persisting to 1930, reveals: (a) that fertility 
was lowest in families of least education (i.e., as measured by education 0! 
husband) and rose regularly with further education; (b) that very sma 
families were most frequent among the less educated, larger families among 
the more educated ; (c) that the positive correlation between fertility and educt- 
tion was not attributable to differences in age or income composition, 19 
economic status, or in the frequency of pre-marital births; (d) that improve 
ments in family income were favorable to fertility. 
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nd Analysis of fertility in 1930-31 in the distinctly rural Malar region, contain- 
ing 17.6 per cent of the Swedish rural population, indicated: (a) that fertility 


ooted “decreased from the more rural to the less rural community groups, from 
iglish the more rural to the less rural occupational groups;” (b) that the higher 
Nder- fertility of the agricultural as compared to the non-agricultural population, of 
-asure the workers in the agricultural group as compared to the others, —— 
whether a community was more or less rural; (c) that while the differentials 
in (b) varied according to the degree of urbanization of a community, it 
lg seemed probable that the type of community as such influenced fertility little 
tality if at all, that occupation and occupational status were most fundamental. 
value J. J. SPENGLER 
jected 
shasis HaurE, H. Deatches Volkstum in der Bevolkerungsentwicklung des ostlichen 
ty Mitteleuropa. (Berlin: Grenze und Ausland. 1935. Pp. 62.) 

Population de la Turquie, 20 octobre, 1935: recensement général de la popula- 
about tion par provinces, districts, villes et villages. (Ankara: Office Central de 
once Statistique. 1935. Pp. 40, xvii.) 
tions 
ar Social Problems and Reforms 
ethod 
is so National Economic Security. By ARTHUR B. ADAMs. (Norman: Univ. of 
none Oklahoma Press. 1936. Pp. 328. $2.50.) 

National economic security, in Dr. Adams’s opinion, is dependent upon 

Ox the continued expansion of state regulation of economic activity. The federal 

government, he declares, must exercise “‘more regulation and control than 

heretofore over the distribution of the national money income . . . and over 

Jow- @@ the weekly hours of labor.” If security is to be had, his thesis runs, the gov- 
neum 


ernment must assume the obligation of seeing that sufficient consuming 
power exists to provide economic balance. 

yeden After cursorily reviewing the “economic development of the United 
States,” and the nature of economic changes which preceded the 1929 


“f° HZ depression, this author concludes that “the fundamental economic difficulties 
satis Which stand in the way of . . . greater economic security are unemployment 
+ (a) and the unequal distribution of income’’ (p. 242). Foremost among the 
lowest # causes to which he attributes these ‘‘difficulties” are technological advance, 
od the the development of the corporate form of organization, and the consequent 
ae concentration of economic power. “As a result,” he writes, ‘‘we have idle 
bax, factories and reduced national production because the masses of people do 
17-20 not have enough money to buy the goods which our industrial system is 
tility capable of producing.” 

ion of 


Efforts of the New Deal to increase consuming power do not meet with 


a Dr. Adams’s approval. The relief program and public works, while increas- 
aes, ‘ng consumption, contribute nothing to permanent economic security. Social 
on, in insurance is a palliative, not a remedy of economic ills. The NRA had its 
prove @™ merits, and also its defects. Government regulation of the industrial system, 
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he contends, should be designed “to afford each individual an Opportunity 


at all times to work and earn an income in proportion to his ability to con. 
tribute to the nation’s real income’ (p. 214). Government regulation of 
hours, wages and work conditions, along with the further unionization of 
workers, offer personal economic security while still maintaining individual 


self-reliance. 

Dr. Adams’s remedy for the national economic ills includes eight Prescrip- 
tions. Reduce the hours of labor in industry to thirty. Increase the earnings 
of industrial laborers. Eliminate monopolistic control over prices and volume 
of production. Provide for federal incorporation of all business enterprises 
doing an interstate business and prohibit the organization of holding com- 
panies among them. Increase the real incomes of farmers by adjusting pro- 
duction of market demand and adjusting farm debt. Reduce interest rates and 
refinance debts in relation to current property market values. Make the high 
income receivers bear the brunt of supporting the government. Greatly reduce 
or break up the ‘‘huge’’ family fortunes by progressive inheritance, gift and 
succession taxes. Together these prescriptions will increase consumers’ pur: 


chasing power and ‘“‘only thus can a lasting industrial balance be restored,” 

The merit of this volume lies in its comprehensive statement of the position 
of advocates of the extreme extension of state regulation of economic activity. 
It illustrates the wide range of activities that the state may be led into when 
it assumes the obligation to maintain economic balance. To the disciples of 
laissez-faire this volume offers a bad nightmare. To the advocates of expand- 
ing social control, it will be disappointing. It provides a vulnerable statement 
of their case, a statement which will be riddled by the attack of every 
economist who believes economic progress consists in the expansion of the 
ability to produce goods and services and their use in the general satisfaction 


of human wants. 


| JOHN J. Corson 
University of Richmona 


The Crisis of the Middle Class. By Lewis Corey. (New York: Covici 
Friede. 1935. Pp. 379. $2.50.) 

This volume represents the application of Marxist analysis to the economic 
history of the United States with particular emphasis upon the American 
middle class. 

There is a little, perhaps unavoidable, ambiguity in the definition of the 
expression “middle class.” The problem involved in mixed rdéles in eco- 
nomic society—such as that of the farmer owner-worker, for instance—s 
somewhat under-estimated. Moreover the difficulty inherent in the problem 
of correlating lines of class division in the objective sense with lines of class 
division in the subjective sense is not fully appreciated. Demarcation of class 
lines in the subjective sense turns about the definition of class conscious: 
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sess. Class consciousness identifies (within the mind of the individual) his 
own interest with that of the economic group to which he belongs. On the 
other hand, individualistic consciousness identifies within the mind of the 
adividual his own interest with that of the relatively privileged economic 
sroup into which he aspires to climb. Obviously, class consciousness in the 
subjective sense frequently fails to parallel actual economic position. In his 
norance of the limited character of his actual opportunities a low-paid 
alaried employee or an industrial worker may be dominated by individual- 
istic rather than by class consciousness. Consequently, too specific prophecies 
concerning the probable attitude of economic groups, based upon their 
economic position alone, are rather unsafe. These remarks, however, are in 
no way intended to indicate that the problem of class delimitation in the 
objective sense is insoluble. 

Mr. Corey’s analysis is, on the premises, clear, logical and convincing, 
though once, in the course of his reasoning, an apparent contradiction 
appears. On page 204 we read: 


Capitalist enterprise is perpetually engaged in enlarging the scale of produc- 
tion and, simultaneously, in raising the productivity of labor to increase the 
yield of surplus value, or profit. 


But on page 194 we find: 


Why the deliberate sabotage of production while millions of manual and 
mental workers are permanently unemployed; the growing curtailment of the 
means of education; a decreasing application of science to technology, save in 
the production of more efficient engines of destruction in preparation for new 
and more devastating wars? Because too much productivity is a threat to capital- 
istic prices and profits. 

On the face of it the author seems to be representing capitalist enterprise 
as committed to the expansion of production and the restriction of produc- 
tion at one and the same time. The contradiction, however, turns out to be 
more apparent than real. By the inevitable capitalist tendency toward ex- 
pansion the author evidently refers to the urge of individual capitalist 
enterprise to expand its own market at the expense of competing capitalist 
enterprises rather than to a supposed inevitable tendency of capitalism to 
enlarge the markets as a whole. Apropos of the point the author says (page 
205): 


Capitalist —_ tries to overcome the fall in the rate of profit. It tries by 
installing more efficient equipment to lower labor costs and raise profit margins, 
and by stronger competition to capture a larger share of the market. (Italics mine.) 


The book is well documented, including a goodly number of primary 
sources in the references. 


A. BrucE ANTHONY 
University of Southern California 
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bopulation pressure and war. World affairs books 
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rofits out of war: a program of industrialization 
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| the federal Social Security act. (New York: McGraw-Hill. 1936. Pp. xi, 
384. $3. 

Pp. xii $2500 a year: from scarcity to abundance. (New York: Harcourt 

Brace. 1936. Pp. xv, 328. $2.50.) 

gement HM rsuer, A. G. B. The clash of progress and security. (London: Macmillan. 1935. 

. Univ, Pp, 234. 8s. 6d.) 

Greaves, 1. C. Modern production among backward peoples. London School of 
$ books Econ. and Pol. Sci., stud. in econ. and commerce, no. 5. (London: Allen and 
Unwin. 1935. Pp. 229. 10s. 6d.) 

* This represents the approved thesis of the author for the doctor's degree in 

ea. the University of London. While the work bears many of the earmarks of a 


eum of 


_— doctoral dissertation, it should prove a valuable addition to the literature on a 
j hitherto largely neglected area of economic analysis. Pointing out the fact that 
whe the acquisition of tropical products was among the earliest ventures of European 
- capitalism and that the success along these lines in the past four centuries has 
(Chi been spectacular, the author poses the question, “What is there to be said of 


the results in relation to the producers of these commodities?” The fallacy of 
Alfred Marshall's position to the effect that economic theory largely finds its 
rap) graveyard when it is confronted with the economy of primitive peoples is 
refuted, and the author quotes with approval Thurnwald’s view expressed in 


York his study of the economics of primitive communities to the effect that here 
“we have to construct several homines oeconomicos, each representing the 
ile trip economic tendency of one type, or even of one stratum within it.” As a result 
taking of the sifting of “exhaustive and incomparable” sources of material on the 
ake the subject—nowhere so richly available as in England, the mother of almost 
pts its innumerable colonies—Dr. Greaves furnishes analyses of the conditions of 
rough labor supply, monetary incentives and standards of living, crops and methods 
of the of cultivation, the plantation system, the system of peasant production and the 
position of the foreign investor in the areas inhabited by these so-called back- 
th and ward peoples in the several parts of the world. The study reveals that among 
rsodies these primitive peoples there has come about a remarkable assimilation of the 
a job, capitalist economy; and, encouraging to relate, that on the part of foreign 
t Miss investors there is developing a commendable shift from an attitude of crass 
rmany exploitation to one of intelligent interest, even if self-pivoted, toward increasing 
| as an both the amount and variety of consumption goods with consequent elevation 
of the native standards of living. WILSON GEE 
1ough 
ity for Jessup, P. C. Neutrality: its history, economics and law. Vol. 1V. Today and 
uth in tomorrow. (New York: Columbia Univ. Press. 1936. Pp. x, 235. $2.75.) 
block Lams, R. DE F. American chamber of horrors: the truth about food and drugs. 
) cope (New York: Farrar and Rfnehart. 1936. Pp. 430. $2.50.) 
ne de MB LINDEMAN, E. C. Wealth and culture: a study of one hundred foundations and 
iswers community trusts and their operations during the decade 1921-1930. (New 
York: Harcourt Brace. 1936. Pp. 144. $3.) 
ELL LiPPMANN, W. and Nevins, A., editors. A modern reader: essays on present-day 
‘ije and culture. (Boston: Heath. 1936. Pp. ix, 765. $2.) 
v. ed A collection of essays on “present-day life and culture, grouped under 10 
headings. Two of these deal with “The changing economic world” and “The 
(New changing social world.” In these groups will be found essays by J. M. Keynes, 


Sir Arthur Salter, Norman Thomas, B. M. Anderson, Jr., Lionel Robbins and 
praisal G. D. H. Cole. The editorial notes are by Allan Nevins. 
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MacDoueat, E. D. Speculation and gambling. (Boston: Stratford. 1936, py 
263. $2.) 

Mitts, O. L. Liberalism fights on. (New York: Macmillan. 1936. Pp. 160, 
$1.50.) 


PHiLuips, W. A. and Reepe, A. H. Neutrality: its history, economics and lay. 
Vol. II. The Na nic period. (New York: Columbia Univ. Press. 193¢ 
Pp. x, 339. $3.75.) 

Raup, B. Education and organized interests in America. (New York: Putnam's 
1936. Pp. vi, 238. $2.50.) 

Roop, J. R. T/ vay out: ration the consumer's dollar to increase the profi 
of business and industry. (Detroit: Detroit Law Book Co. 1935. Pp. 80. $1.) 

Sims, M. S. The natural history of a social institution—the Young Women’; 
Christian Associ (New York: Woman’s Press. 1936. Pp. 261. $1.50.) 

STAUFFER, W. H. Report on higher education in Virginia. Submitted to Gener! 
Assembly, Jan., 1936. (Richmond: State House. 1936. Pp. 67.) 


Tucker, G. M. The path of prosperity. (New York: Putnam’s. 1935. Pp. xii 
307. $2.50.) 


The author endeavors to tell how to get out of the depression and establish 


society on an enduring economic basis. Nothing new or startling is proposed, 
but the whole book is pervaded by a sturdy common sense. Mr. Tucker comes 
from a family of writers and educators, for three generations conspicuous in 
the field of agricultural journalism. His father was the author of several books 
and editor of the Country Gentleman and our author became associated with 
that journal on his graduation from Cornell University in 1901. During the 
war he was in food control work and for 15 years had charge of visual educ:- 
tion in New York State. Since college days he has been a student of economic 
and agricultural litions, and in this book gives the result of his economic 
thinking. His main emphasis is on established principles; and, in successive 
chapters on various economic problems, he endeavors to bring out the lessons 


of experience. Makeshift legislation he believes does more harm than good 
GEORGE M. JANES 


TURLINGTON, E. G. Newtrality: its history, economics and law. Vol. Il. The 
World War per (New York: Columbia Univ. Press. 1936. Pp. xviti, 267. 
$3.75.) 


WILLIAMS, F. M. and ZIMMERMAN, C. C. Studies of family living in the United 
States and othe ntries: an analysis of material and method. U. S. Dept. 
of Agric. misc. pub. no. 223. (Washington: Supt. Docs. 1935. Pp. 617. 60c.) 

International surve) ial services, 1933. Vol. I. (Geneva: Internat. Labour 
Office. Boston: World Peace Found. 1936. Pp. xv, 710. $4.) 

The International Labour Office at Geneva presents monographs for 19 
countries on the social services relating to social insurance, social assistance, 
housing and holidays with pay. Each monograph is prefaced by a section on 
statistics of gainfully occupied population, classified by industrial groups 
and industrial status. The data in these 30-odd pages on each country provide 
an adequate and comprehensive picture of the above services. No doubt its 
greatest usefulness consists in being an excellent ready reference for students 


who have not the time to look up the voluminous details or cope with the 
language difficulties that would be involved if they had to go to the originil 
sources, 
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This edition includes monographs on the following countries: Australia, 
Belgium, Bulgaria, Canada, Chile, Finland, France, Germany, Great Britain 
and Northern Ireland, India, Irish Free State, Italy, Japan, Netherlands, Nor- 
way, Sweden, Union of South Africa, Union of Soviet Socialist Republics, 
United States of America. 
EDWIN S. BURDELL 


National Conference of Jewish Social Service: proceedings, including joint ses- 
ions with National Association of Jewish Center Executives and National 
Council for Jewish Education, at the annual sessions, Lake Placid, N.Y ., June 
15-18, 1935. (New York: Nat. Conf. of Jewish Soc. Serv. 1935. Pp. 214.) 

National Conference of Social Work: proceedings at the sixty-second annual 
session held in Montreal, Canada, June 9-15, 1935. (Chicago: Univ. of Chicago 
Press. 1935. Pp. xii, 748. $3.) 

This annual volume presents the papers of the six general sessions and 42 
papers from the section meetings on social case work, social group work, com- 
munity organization and social action, together with 13 papers from the special 
committees on the American Indian, the integration of institutional services, 
personnel and training, rural life, housing, and trans-border social problems. 
The roster of committee chairmen and members for the ensuing year provides 
an accurate and convenient reference for those not intimately acquainted with 
the leaders in the various specialized fields of social work. 


EDWIN S. BURDELL 


Organized social justice: an economic ome for the United States applying 
Pius XI’s great encyclical on social life. 133 signers. Notes and a study out- 
line. (New York: Social Action Dept. Nat. Catholic Welfare Conf. Pp. 31.) 

Recreation and education. Reports presented to the international conf. on workers’ 
spare time, Brussels, June 15-17, 1935. (Geneva: Internat. Labour Office. 
Boston: World Peace Found. 1936. Pp. viii, 151. $1.) 

The Social Security act: its legal and economic aspects. (Chicago: Winston 
Strawn and Shaw. 1935. Pp. 43.) 


Insurance and Pensions 


NEW BOOKS 


ELBERT, R. G. An answer to the Townsend plan. (New York: Author, 599 
Madison Ave. 1936. Pp. 30.) 

EMMERSON, H. C. and LascEeLes, E. C. P. Guide to the Unemployment Insur- 
ance acts. New rev. 4th ed. (New York: Longmans. 1935. Pp. 286. $2.40.) 

ENGELSMAN, R. G. Getting ahead in life insurance. (New York: McGraw-Hill. 
1936. Pp. 212. $1.75.) 

Harwoop, E. C. and Francis, B. H. Insurance and annuities from the buyer's 
saps view. 2nd ed. (Cambridge: Am. Inst. for Econ. Research. 1935. 

p. xiv, 172.) 

KALTENBORN, H. V., and others. The Townsend plan. America’s town meet- 
_ ing of the air, no. 13. (New York: Am. Book. 1936. Pp. 31. 10c.) 

KaPLAN, A. M. Ohio workmen's compensation cases “with the facts and the law 
and the rulings of the courts.” (Cleveland: Author. 1935. Pp. vi, 288.) 


__ 
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OcHSNER, E. H. § “rity. (Racine, Wis.: New Era Lib. 1935. Pp. xx, 
231.) 

REGNOLDs, K. G. I nomics of life insurance. (Lincoln, Neb.: Research 
Pub. Co. 1935. P ) 

RoBBINS, R. B. The problem. Presented at the sixteenth annual meet. 
ing of the Asso nd Coll. Bus. Officers of the Eastern States a 
Atlantic City, N.J., | 1935. (New York: Teachers Insur. and Annuity 
Assoc. of Ameri Pp. 16.) ; 

ROOSEVELT. N. T/ i plan: taxing for sixty. (Garden City: Double. 
day Doran. 1936. |] $1.50.) 

The economic mea Townsend plan. A University of Chicago round 
table. Pub. policy 0. 20. (Chicago: Univ. of Chicago Press, 1936, 
Pp. 37. 25c.) 

Medical al velati ONS kmen’s compensation. (Chicago: Am. Medical Assoc. 

1935. Pp. 176. 7 

Teachers Insurance ity Association of America: seventeenth annual 
report to the p for 1935. (New York: Teachers Insur. and An- 
nuity Assoc. of A 55. Pp. 40.) 

The Townsend sche stud. no. 219. (New York: Nat. Industrial Conf. Board 


1936. Pp. xi, 42. $ 


Pauperism, Charities, and Relief Measures 


NEW BOOKS 


Baa KETT, ] R. T/ ition problem in American social work, includine 
account of tl i development of the transportation agreement 
(New York: sage Found. 1936. Pp. 38. 25c.) 

RUSTGARD, J. rh he boverty: a plain statement of economic funda- 
mentals. (New Y \ppleton-Century. 1936. $2.) 

Children under in are and in foster homes, 1933, dependent and 
neglected childre ive of public and private institutions or agencies, 
not including juve sents. (W ashington: Supt. Docs. 1935. Pp. 125. 
15c.) 

The goodwill indn ual. A history of the movement, departmental 
methods of work ind cultural activities, administration and organiza- 
tion. (Boston: Mo M Goodwill Press. 1935. Pp. $1.) 


Socialism and Cooperative Enterprises 


NEW BOOKS 


BENJAMIN, L. A. 1 n the transition stage to socialism. (London: 
Gollancz. 1934. 

CAMPBELL, A. H nsumers’ codperation: a selected list of refer- 
ences. Lib. bull. 1 (New York: Russell Sage Found. 1935. Pp. 6. 10c.) 

McCrary, S. The ite: notes on got Hitler and the third 
Reich. Arnold Fout 1. in pub. affairs, vol. iv, n . (Dallas: Southern 
Methodist Univ 37.) 

THOMAS, N. Is the ) lism? An answer to Al Smith and the Amert- 
can Liberty Leas 70: Soci at Party. 1936. Pp. 11. 2c.) 

Cod perative wholesa (S , Wis.: Central Coép. Wholesale. 1935. Pp. 
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Statistics and_Its Methods 


Fluctuations in American Business, 1790-1860. By WALTER BUCKINGHAM 
SMITH and ARTHUR HARRISON COLE. (Cambridge: Harvard Univ. 
Press. 1935. Pp. xvii, 195. $5.00.) 

The period covered is divided into three parts. Professor Smith studied 
1790-1820, while Professor Cole considered 1820-45 and 1843-62. The 
authors attempt to adapt their book to the needs of the statistician, econ- 
omist, historian, and student of business cycles. Their work would be of 
interest to all, but in crowding 20 chapters and 5 appendices into 195 
pages it seems inevitable that the interests of some of the groups mentioned 
must be sacrificed for the others. The statistician lost most, even though 
‘the first purpose of the present volume . . . is to make generally available 
a number of important time-series which reflect changes in American busi- 
ness conditions. . . . These time-series refer to all the significant aspects of 
American business for which monthly or quarterly data can be gathered: 
commodity prices, stock prices, sales of public lands, interest rates, and the 
like.” The authors drew “the greater part of their material from original 
sources, especially the newspapers of the decades studied. At times when 
printed sources failed . . . they have resorted to manuscript material.” 

The book disappoints the statistician because most of the original data so 
carefully gathered are not published. Some appear graphically with no 
accompanying tables, some lead to index numbers which are given as rela- 
tives, but 
... for the most part the authors have not indulged in extended statistical 
manipulation. Many of the series are presented in unadjusted form: trends have 
not been eliminated, seasonal variation has not been extracted, nor have the 
cycles been measured by any method of computation. . . . the omission of sta- 
tistical treatment was due to an appreciation of the inherent crudity of the 
original material [or} . . . it has flowed from a preference for the exposition 
of “raw data”... due to a belief that such data are more generally useful to 
cconomists with their varying interests and requirements. Unmodified material 
can be easily corrected or adjusted. . . . 

In the case of commodity and security prices the ‘‘raw data” are not given. 
To illustrate, for 1825-45 prices of 90-odd commodities were collected. A 
study of the charts (not given) led to the selection of 38 series which were 
typical” or “representative” with similar movements. Arithmetic averages 
of price relatives on the base 1834-42 are all that appear in the book. The 
same process was used in the construction of indices of security prices. It 
is hardly possible for the student of business cycles to remove the different 
seasonal variations in 38 series after they have been added. Removing the 
trend in the total or average is hardly the same as removing the trends in the 
individual series of stock prices. Statisticians might like to use other groups 
of commodities instead of the ones chosen by the authors. An added diffi- 
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culty is that for each period different base years are used and different 
methods of averaging—Smith preferring the weighted aggregate and un. 
weighted geometric while Cole employs the simple and weighted arithmetic 
average. This makes the book seem to be a poorly synchronized collection 
of articles separately prepared for the Review of Economic Statistics. 

Forty-eight charts are presented. When the data accompanied the charts 
the reviewer checked some of them. The chart on page 126 shows three 
upward movements in 1853 while the data show only two. 

The book is of great value for economic history—verifying general be. 
liefs in many instances—but as a source of data for research workers it is 
disappointing. 

HARRY PELLE HARTKEMEIER 

University of 

NEW BOOKS 
ALLCOCK, H. J. and Jones, J. R. The nomogram: the theory and practical con- 
struction of computation charts. (New York: Pitman Pub. Corp. 1936, Pp. 

220. $3.) 

ARKIN, H. and CoLTon, R. R. Graphs: how to make and use them. (New York: 

Harper. 1936. Pp. xvi, 224. $3.) 

Authors are professors at the College of the City of New York, and have 
previously published Statistical Methods. A clear and attractive presentation 
and description of technique in the making of charts. Chapters cover the line 
graph, ratio and bar charts, area and solid diagrams, map graphs, graphs for 
computation, control charts, and reproduction of a The graphs illustrate 
data relating to business, education, engineering and natural sciences. 

Crum, W. L. The distribution of wealth: a factual survey based upon federal 
estate-tax returns. Bus. res. stud. no 13. (Boston: Harvard Univ. Bur. of Bus. 

Res. 1935. Pp. 24. 50c.) 

Based upon data compiled from 1916 to 1933. The author uses a method 
of analysis suggested by Pareto. Conclusions, in part, are as follows: 

(1) Inequality in the distribution of wealth varies with the business cycle, 
though with a substantial lag, being greater following a period of prosperity 
than after a period of depression 

(2) Wealth is more evenly distributed among married men than among 
single men, but among women the reverse is true. 

(3) Wealth is most nearly uniformly distributed among people of middle 
age. 

(4) The highest inequality is found among ——— officials, with a 

slightly lower inequality among manufacturers, while wealth is more evenly 

distributed among agri ilturists and merchants. 

(5) The period 1922-1933 shows increased average holdings in tax-exempt 
securities. 

(6) The rate of growth of holdings in tax-exempt bonds was greatest for 
moderate-size estates 

(7) Real estate constituted > hee 103 portion of small estates. 

MULLER, J. Einfiihrung in die Konjunkturstatistik. (Jena: Fischer. 1936. Pp. 

vi, 62. RM. 3.60.) 
Bureau of the Census, Reprinted from the Annual Report of the Secretary 0] 

Commerce, 1935. (Washington: Supt. Docs. 1936. Pp. 19-34.) 


AFTA 
P 1 
ALLE 
Fet 
AYRE 
Ect 
VON 
Fe 
BOLZ 
Pp 

( AIR 
Car 
CLAI 
M 
LOM 
( oF 
Di 
Dot 
T 
FRU 
FRI 
HA 
HA 
HA 
I 

Hi 
JAC 

) 
lo 
K 
K 
Ki 

Lt 


PERIODICALS 
General Works, Theory and Its History 


AptALION, A. La théorie du troc et l'équilibre de la balance des comptes. Rev. d'Econ. 
Pol., Jan.-Feb., 1936. Pp. 18. 

ALLEN, R. G. D., Professor Slutsky’s theory of consumers’ choice. Rev. Econ. Studies, 
Feb., 1936. Pp. 10. 

Ayres, C. E. Fifty years’ developments in ideas of human nature and motivation. Am. 
Econ. Rev., Suppl., Mar., 1936. Pp. 13. 

yon BECKERATH, H. MacGregor’s Enterprise, Purpose and Profit. Quart. Jour. Econ., 
Feb., 1936. Pp. 5. 

Boiza, H. The conception of invariants in dynamic economics. Econometrica, Jan., 1936. 
Pp. 9 

BR nocsanee TuRmeet The theory of saving. Economica, Feb., 1936. Pp. 23. 

Carncross, A. K. The Victorians and investment. Econ. Hist., Feb., 1936. Pp. 12. 

Carsow, M. Marxisme et dépression. Jour. des Econ., Nov.-Dec., 1935. Pp. 14. 

Crark, J. M. Accomplishments and prospects of American economics. Am. Econ. Rev., 
Mar., 1936. Pp. 11. 

ComMONS, J. R. Institutional economics (with discussion). Am. Econ. Rev., Suppl., Mar., 
1936 Pp. 18. 

CopELAND, M. A. Commons’s institutionalism in relation to problems of social evolution 
and economic planning. Quart. Jour. Econ., Feb., 1936. Pp. 14. 

Davinson, D. Ndgra teoretiska och praktiska ekonomiska problem. Ekon. Tids., Arg. 
xxxvii, Haft 5. Pp. 24. 

Dicu, J. S. Privatejendomsretten og jordrenten. Nationalok. Tids., 74 Bind, 1 Hefte. Pp. 39. 

Doss, M. H. En Kritik ae visse retninger indenfor moderne ligevaegtsteori. Nationalok. 
Tids., 73 Bind, 6 Hefte, 1935. Pp. 14. 

FRIEDMAN, M., ROBINSON, J., LERNER, A. P., and MACHLUP, F. Further notes on the 
elasticity of substitution. Rev. Econ. Studies, Feb., 1936. Pp. 6. 

Frisch, R. On the notion of equilibrium and disequilibrium. Rev. Econ. Studies, Feb., 
1936. Pp. 6. 

pe HAAN, J. B. Ekonomie en maatschappij. De Econ., Jan., 1936. Pp. 35. 

HABERLER, G. Some reflections on the present situation of business cycle theory. Rev. 
Econ. Stat., Feb., 1936. Pp. 7. 

Hatey, B. F. Heckscher, Mercantilism. Quart. Jour. Econ., Feb., 1936. Pp. 8. 

Harrop, R. F. Another fundamental objection to laissez-faire. Econ. Jour., Mar., 1936. 
Pp. 5 

voN Hayek, F. A. The mythology of capital. Quart. Jour. Econ., Feb., 1936. Pp. 30. 

- . Utility analysis and interest. Econ. Jour., Mar., 1936. Pp. 17. 

Hutt, W. H. Discriminating monopoly and the consumer. Econ. Jour., Mar., 1936. Pp. 19. 

JacopsEN, M. De zelfstandige winkelier en de afbetaling. De Econ., Mar., 1936. Pp. 44. 

JouNsoN, E. A. J. The Encyclopaedia of the Social Sciences. Quart. Jour. Econ., Feb., 
1936, Pp. 12. 

JonvaN, V. Some reflections on prosperity. Parts II and III. Econ. Forum, Winter, 1936. 
Pp. 8. 

KAUFMANN, F. Remarks on the methodology of the social sciences. Sociological Rev., Jan., 
1936. Pp. 21. 

KNIGHT, F. H. The place of marginal economics in a collectivist system. Am. Econ. Rev., 
Suppl., Mar., 1936. Pp. 12. 

KUHNE, O. Theorie und Praxis im Wirtschaftsleben. Schmollers Jahrb., Dec., 1935. Pp. 20. 

LanpRY, A. Réflexions sur les théories du salaire et le chémage (a suivre). Rev. d'Econ. 
Pol, Nov.-Dec., 1935. Pp. 39. 

————. L’autarcie. Rev. d’Econ. Pol., Jan.-Feb., 1936. Pp. 30. 


LEDERER, E. Developments in economic theory. Am. Econ. Rev., Suppl., Mar., 1936. 
Pp. 10. 


une 
ent 
un- 
etic 
10n 
arts 
ree 
be- 
t is 
Pp. 
ork: 
ave 
ion 
line 
for 
rate 
eral 
Bus. 
hod 
cle, 
rity 
ong 
dle 
ha 
enly 
mpt 
for 
Pp. 
of 


374 Periodicals [June 


MACHLUP, F. Why nethodology? Economica, Feb., 1936. Pp. 7. 

Maur, A. Ein vern problem der Aussenhandelstheorie. Weltwirtsch 
Archiv, Mar., 1936. Py 

Mazzel, J. Le premess: icardo alla politica liberista dell’ 800. Riv. Ital. di S¢ 
Econ., Nov.-Dec 10 

MouLton, H. G. 5 hod in the investigations of economic problems. Scientif, 
Mo., Mar., 1936. Py 

DI Narbi, G. Liberta a e massimo collectiva di utilita in regime corporativo, Riy 
Ital. di Sci. Econ., N D 35. Pp. 18. 

NEISSER, H. Seconda ment: some comments on R. F. Kahn's formula. Rey 
Econ. Stat., Feb Py 

NeuMAN, A. M. The do t liquidity. Rev. Econ. Studies, Feb., 1936. Pp. 19. 

PAINE, C. L. Rationa nd excess capacity. Economica, Feb., 1936. Pp. 15. 

DE PIETRI-TONELLI, A razioni intorno alla speculazione di borsa. Giorn. d. Econ. 
Feb., 1936. Pp. l 

Pitz, T. Karl Knie reiter einer politischen Volkswirtschaftstheorie. Schmolle:s 
Jahrb., Feb., 193 ) 

Rossi, L. Polipolio e si jzzontali e verticali. Giorn. d. Econ., Feb., 1936. Pp. 10 

SCHILLING, Z. Natura y logika? (Naturalism or logic?) Koézgazdasagi Szemle, 
Nov.-Dec., 1935. Pj 

SCHNEIDER, E. Das Z ment in der Theorie der Produktion. 11. Das Zeitmoment in, 
einzelbetrieblichen P ktions proze Jahrb. f. Nationalék. und Statistik, Jan., 1936 
Pp. 23. 

SLICHTER, S. H. The a to instability (with discussion). Am. Econ. Rev., Suppl, 
Mar., 1936. Pp 

SMITH, J. G. The new ina ualism. Econ. Forum, Winter, 1936. Pp. 13. 

SMITHIES, A. Wage n the depression. Econ. Record, Dec., 1935. Pp. 20. 

SNIDER, J. L. Recent } , n business cycles, Harvard Bus. Rev., Winter, 1536 
Pp. 7. 

v. STACKELBERG, H. Neues Schriftum iiber unvollstandigen W ettbewerb. Schmollers Jahrb 
Dec., 1935. Pp. 8 

THOMPSON, J. M. Ma tical theory of production stages in economics. Econometrica, 
Jan., 1936. Pp. 19 

TINTNER, G. A note ribution of income over time. Econometrica, Jan., 1936. Pp. 7 

WAGEMANN, E. The 7 ulation of consumption. Weekly Report, German Inst. for 
Bus. Research, Feb. 1 ippl. Pp. 4. 

WERNETTE, J. P. Capit m under fire: recent books on economic reconstruction. Harvard 
Bus. Rev., Winter, Py 

WHALE, P. B. Intern rade in the absence of an international standard. Economica 
Feb., 1936. Pp. 


Economic History and Geography 


ANpbrus, G. R. Three ystems clash in Burma. Rev. Econ. Studies, Feb., 1936 
Pp. 7. 

ANONYMOUS. German ure. Econ. Forum, Winter, 1936. Pp. 17. 

BascH, A. L’économie depuis la dévaluation monétaire. Rev. d'Econ. Pol. 
Nov.-Dec., 1935 Py 

BousQuET, G.-H. Un ra nomique: l’église mormone. Rev. d’Econ. Pol., Jan- 
Feb., 1936. Pp. 4 

Crum, W. L. Revieu ir 1935. Rev. Econ. Stat., Feb., 1936. Pp. 10. 

Ey, R. T. The founding and early history of the American Economic Association. Am 
Econ. Rev., Suppl 

Fone, H. D. The gr 1d decline of rural industrial enterprise in North China, Nankai 
Soc. and Econ. Quart 1936. Pp. 82. 


19: 
INN 
} 
PIN 
At 
2) 
Ry 
C: 
D 
T) 
TY 
L 
Fy 
} 
H 
I 
I 
I 


[June 


virtsch, 
di Sc 
ientific 
0. Riv 


Rey 


Econ., 
nollers 


10 
zemle, 


etrica, 


1936 ] Agriculture, Mining, Forestry and Fisheries 375 


HupBARD, J. B. Business declines and recoveries. Rev. Econ. Stat., Feb., 1936. Pp. 8. 

innis, H. A. Unused capacity as a factor in Canadian economic history. Canadian Jour. 
Econ. and Pol. Sci., Feb., 1936. Pp. 15. 

LorwIN, L. L. The present phase of economic and social development in the U.S.S.R. 
Internat. Lab. Rev., Jan., 1936. Pp. 36. 

pinc-YIN, H. Industry and commerce during 1935. Chinese Econ. Jour., Jan., 1936. Pp. 22. 

PouyANNE, H. La vie économique en Grande-Bretagne. Rev. d'Econ. Pol., Jan.-Feb., 1936. 
Pp. 31. 

SALVEMINI, G. Economic forces in Italy. Yale Rev., Spring, 1936. Pp. 20. 

A commercial history of 1935. Economist (London), Suppl., Feb. 15, 1936. Pp. 70. 

Dominion of Canada. Economist (London), Jan. 18, 1936. Pp. 66. 

Mexico today. Bankers Mag., Jan., 1936. Pp. 36. 

The year 1935 in German industry. Weekly Report, German Inst. for Bus. Research, Jan. 
15, 1936. Pp. 8. 


Agriculture, Mining, Forestry and Fisheries 


BERGLUND, A. The effect of international trade conditions and foreign agricultural develop- 
ments on southern agriculture. So. Econ. Jour., Jan., 1936. Pp. 8. 

Diack, J. D. Agricultural wage relationships; historical changes. Rev. Econ. Stat., Feb., 
1936. Pp. 8. 

BootH, J. F. Some observations on the agricultural program in Canada. Jour. Farm Econ., 
Feb., 1936. Pp. x 

Case, W. W. The Soil Conservation act—a new measure of farm and non-farm parity. 
Annalist, Mar. 6, 1936. 

DALTON, J. E. Sagar: a case study of the relationship of government and business. Hatr- 
vard Bus. Rev., Winter, 1936. Pp. 14. 

Davis, 1. G., and others. Progress and problems of agricultural planning. Jour. Farm 
Econ., Feb., 1936. Pp. 43. 

DrescHer, L. Landwirtschrift und Agrarpolitik der Vereinigten Staaten von Amerika bis 
zur Agricultural Adjustment Administration. Jahrb. f. Nationalék. und Statistik, Feb., 
1936. Pp. 30. 

. Landwirtschaftliche Plannung als Merkmal neuer Agrarpolitik. Schmollers 
Jahrb., Feb., 1936. Pp. 16. 

Estinc, W. H. Some state problems in agricultural statistics (with discussion by R. L. 
Gillett). Jour. Farm Econ., Feb., 1936. Pp. 24. 

EpMINSTER, L. R. The trade agreements program and American agriculture. Am. Econ. 
Rev., Suppl., Mar., 1936. Pp. 12. 

HoLLaND, W. L. The plight of Japanese agriculture. Far East. Survey, Jan. 1, 1936. 

Hoimes, C. L., and others. Farm management research. Jour. Farm. Econ., Feb., 1936. 
Pp. 38. 

Hupp, F. Agricultural situation in England and Wales in 1935. Comm. Intell. Jour., Feb. 
8, 1936. 

LABELL, S. Agriculture and the Constitution. No. Am. Rev., Mar., 1936. Pp. 14. 

MASPETIOL, R. Le nouveau statut du blé en France. Rev. Econ. Internat., Feb., 1936. 
Pp. 14. 

Nicotra, G. Crise agricole et crédit agricole. Rev. Econ. Internat., Jan., 1936. Pp. 28. 

Nocaro, B. La crise de l’agriculture et la politique agricole en France. Rev. Econ. 
Internat., Jan., 1936. Pp. 42. 

PorTER, C. Mineral deficiency versus self-sufficiency in Japan. Far East. Survey, Jan. 15, 
1936. 

Prest, W. The British coal mines act of 1930, another interpretation. Quart. Jour. Econ., 
Feb., 1936. Pp. 20 

Proust, M. Les statistiques officielles et privées du blé en France. Etude des méthodes 
et comparison des résultats. Les méthodes étrangéres. Les statistiques mondiales. Jour. 


de la Soc. de Stat. de Paris, Jan., 1936. Pp. 79. 


im 
1936 
Supp! 
10% 
1S 
ahrb 
Pp. 7 
omica 
1934 
Po! 
Jan. 
Am 
Jankai 


Periodicals [June 


SiroL, J. Les caractére els de la crise agricole et, en particulier, la crise du blé en 
France. Rev. d'Econ. | Jan.-Feb., 1936. Pp. 43. 

SORENSON, H. and Cassi |. M. The English milk market. Quart. Jour. Econ., Feb, 
1936. Pp. 22. 

Taytor, A. E. Wheat outlook of the world. Index, Svenska Handelsbanken, Feb., 1936, 
Pp. 11. 

VILJOEN, S. Are the d nes overtaxed? So. African Jour. Econ., Dec., 1935. Pp. 11, 

WALLACE, H. A. Farm econor and agricultural planning. Jour. Farm Econ., Feb., 1936. 
Pp. 11. 

WILLcox, O. W. Wha grobiology? Econ. Forum, Winter, 1936. Pp. 9. 

WILSON, M. L.., and ot Validity of the fundamental assumption underlying agricultural 
adjustment (with di ) ur. Farm Econ., Feb., 1936. Pp. 47. 

The Bituminous Coal Conservation act of 1935. George Washington Law Rev., Jan., 1936 


Manufacturing Industries 


HARBESON, R. W. The er program of the Tennessee Valley Authority. Jour. Land and 
Pub. Util. Econ., Feb 36. Pp. 14 

Indexes of small-hou uilding costs. Fed. Home Loan Bank Rev., Feb., 1936. Pp. 6. 

New York City: the cour eading manufacturing center. Index, N.Y. Trust Co., Mar. 
1936. Pp. 6. 

Residential building. Index, N.Y. Trust Co., Mar., 1936. Pp. 6. 

Residential construction a y in the United States. Fed. Home Loan Bank Rev., Mar. 
1936. Pp. 6. 

The United States Steel Corpor n. Fortune, Mar., 1936. 


Transportation and Communication 


COHEN, B. L. The railu 1 plea for unification. Dalhousie Rev., Jan., 1936. Pp. 10. 

Cote, A. H. A m nd t railroad earnings, 1866-1914. Rev. Econ. Stat., Feb., 
1936. Pp. 11. 

EASTMAN, J. B. Regulation of water carriers. Shipping Register, Jan. 18, 1936. 

ELGEN, R. E. Solvin: railroad problem. Atlantic Mo., Mar., 1936. 

FRIENDLY, H. J. Amendment of the Railroad Reorganization act. Columbia Law Rev., Jan., 
1936. 

HELANDER, S. Nouvelle rmes d’organisation de la navigation mondiale. Rev. Econ. 
Internat., Feb., 19 Pp. 1§ 

HoLMstTroM, J. E. Zusammenhange zwischen Verkehrs- und Produktionsentwicklung. Welt- 
wirtsch. Archiv, Mar 37 


KUcHLER, Die Eisenbahnen der Erde. Archiv f. Eisenbahnw., Jan.-Feb., 1936. Pp. 12. 

TURNEY, J. R., and othe Transportation problems. Am. Econ. Rev., Suppl., Mar., 1936 
Pp. 2. 

WIEDENFELD, K. Monopoltendenz und Frachtengestaltung im Eisenbahnwesen. Archiv { 
Eisenbahnw., Mar.-Apr 36. Pp. 52 


Trade, Commerce, and Commercial Crises 


B. DE MELLO, A. L’Au e et les marchés brésiliens. Rev. Econ. Internat., Feb., 1936 
Pp. 24. 
BERKENKOPF, G. Industrialisierung und Aussenhandel der Sowjetunion in ibrer wechsel- 
Its Archiv, Mar., 1936. Pp. 18. 
Carsow, M. Considérations sur la situation économique mondiale. Jour. des Econ., Jan- 
Feb., 1936. Pp. 11 
CookE, C. A. Legal ru nd restraint of trade. Econ. Jour., Mar., 1936. Pp. 23. 


l 
376 
( 
Et 
G 
& 
H 
H 
PE 
RI 
ST 
V. 
G 
B 
BI 
( 
I 
H 
K 
Ty 


1936 


echsel- 


., Jan.- 


1936] Accounting, Business Methods, Investments, Exchanges 377 


Cox, G. V. Some distinguishing characteristics of the current recovery (with discussion). 
Am. Econ. Rev., Suppl., Mar., 1936. Pp. 14. 

EULENBURG, F. Europdische Handelspolitik. Zeitschr. f. Schweiz. Stat. und Volkswirtschaft, 
IV, 1935. Pp. 20. 

Gut, J. Should the commerce clause be changed (with discussion)? New Mexico Bus. 
Rev., Jan., 1936. Pp. 8. 

GraJDANZEV, A. J. The external trade of Manchuria, 1928-1935. Nankai Soc. and Econ. 
Quart., Jan., 1936. Pp. 42. 

Harino, C. H. Depression and recovery in Argentina. Foreign Affairs, April, 1936. Pp. 14. 

Hut, C. High tariff versus trade. Harper's, Mar., 1936. 

jpsseN, J. Les relations commerciales entre l'Amerique Latine et I’ Allemagne. Rev. Econ. 
Internat., Jan., 1936. Pp. 20. 

Peek, G. N. America’s choice. Econ. Forum, Winter, 1936. Pp. 8. 

Pinc-YIN, H. China’s foreign trade for the first half-year, 1935. Chinese Econ. Jour., Dec., 
1935. Pp. 49. 

RITTER, K. Germany's experience with clearing agreements. Foreign Affairs. Apr., 1936. 
Pp. 11 

SIEGFRIED, A. Analysis of American recovery. Fortnightly Rev., Apr., 1936. Pp. 12. 

smitH, J. G. Development of policy under the trade agreements program. Quart. Jour. 
Econ., Feb., 1936. Pp. 16. 

SrewarT, R. B. Anglo-Argentine trade agreements. Canadian Jour. Econ. and Pol. Sci., 
Feb., 1936. Pp. 11. 

VaRGA, I. ]é6 vagy rossz-e a konjunktura? (The advantages and disadvantages of the busi- 
ness cycle). Kézgazdasagi Szemle, Nov.-Dec., 1935. Pp. 30. 

Watson, A. H. The Indian market—its outlook and changing character. Lloyds Bank 
Ltd. Mo. Rev., Mar., 1936. Pp. 9. 

WeILLER, J. Structure économique et commerce extérieur. Rev. d'Econ. Pol., Nov.-Dec., 
1935. Pp. 24. 

Great Britain's trade recovery. Mo. Bank Letter, Nat. City Bank, Mar., 1936. 


Accounting, Business Methods, Investments, and 
the Exchanges 


Baker, J. C. Executive compensation compared with earnings. Harvard Bus. Rev., Winter, 
1936. Pp. 12. 

Bett, S. Size of plants in its relation to price control and price flexibility (with discus- 
sion). Am. Econ. Rev., Suppl., Mar., 1936. Pp. 22. 

BeRARD, A. Du producteur au consommateur: comment se forme le prix d'une péche. Rev. 
d'Econ. Pol., Nov.-Dec., 1935. Pp. 46. 

BERLACK, H. Federal incorporation and securities regulation. Harvard Law Rev., Jan., 1936. 

Cote, W. M. Theories of cost. Accounting Rev., Mar., 1936. Pp. 6. 

EpsTEIN, R. C. and SUMNER, J. D. Effect of the depression upon earnings and prices of 
regulated and nonregulated industries. Am. Econ. Rev., Suppl., Mar., 1936. Pp. 10. 

GourRICH, P. P. Statistics relating to security markets and corporations. Jour. Am. Stat. 
Assoc., Mar., 1936. Pp. 7. 
- —. Statistics relating to security markets. People’s Money, Mar., 1936. 

Harris, J. N. What did we earn last month? N.A.C.A. Bull., Jan. 15, 1936. Pp. 27. 

JOHNSON, E. A. The record of long-term real estate securities. Jour. Land and Pub. Util. 
Econ., Feb., 1936. Pp. 5. 

lonEs, O. T. Factoring. Harvard Bus. Rev., Winter, 1936. Pp. 14. 

oe A. S. Are government and business separate entities? So. Econ. Jour., Jan., 1936. 
p. 10. 


LANDY, T. M. Production planning and control. Soc. for Advancement of Manag. Jour., 
Jan., 1936. Pp. 6. 


LITTLETON, A. C. Contrasting theories of profit (comments by W. Staub). Accounting 
Rev., Mar., 1936. Pp. 8 


ne 
en 
936 
936. 
tural 
936 
1 and 
Mar., 
Mar 
Feb., 
Jan 
Econ 
Welt 
1936 
hiv f 
| | 


378 


LYNE, J. G. Bankruptcies break + 
MACAULEY, F. R. 
Pp. 11. 
May, G. O. The influen 
countancy, Mar., 1936. Py 
MUND, V. A. Financial 
OSTRANDER, E. D. Pz 
1936. Pp. 4. 
PERSON, H. S. The 
Manag. Jour., Mar., 1 Py 
PICARD, R. Les achats en MUN 
1935. Pp. 12. 
PRESTAGE, W. A. Share , 
RAYMOND, F. E. Base 
1936. Pp. 6. 
WHITELY, A. S. Retail 
1936. Pp. 16. 
Capital investments in German) 
1935. Pp. 3. 
Capital investments and cred 
Suppl., Jan. 29, 1936. Pp 
Investments in mortga 
1936. Pp. 4. 
Manufacturing and trad 
Salaries of corporation 


Capital an 


BUCHANAN, N. S. The origin ana 
Pol. Econ., Feb., 1936. | 
FISCHER, C. A. La nout 
1936. Pp. 24. 
GASKILL, N. B. The 
Jan., 1936. Pp. 6. 
KuvIn, L. Effect of 
Mar., 1936. Pp. 3 
MITCHELL, J. G. The T.V.A 
MORTENSON, W. P 
Mar., 1936. Pp. 18 
MOULTON, H. G., an 
Pp. 3. 
OSTRANDER, E. D. The ! 
Util. Econ., Feb., 193¢ 
Simons, H. C. The requ 
Pp. 9. 
WALLACE, D. H. M 
Mar., 1936. Pp. 18 
Federal regulation of } 
Jan., 1936. 
The organization of Gert 
Suppl., Mar. 11, 1936. Pp 
The origin and developmen 
Mar., 1936. 
The servicing function 
Pp. 36. 


Periodicals [ June 


rd in 1935. Railway Age, Jan. 4, 1936. 
y and the New Deal. Econ. Forum, Winter, 193¢ 


unting on the development of an economy. Jour. Ac. 


in law of cost. Am. Econ. Rev., Mar., 1936. Pp. 7, 
nancing in 1935. Jour. Land and Pub. Util. Econ., Feb. 


ms of government to business. Soc. for Advancement of 


ins le commerce de détail. Rev. d’Econ. Pol., Nov.-Dec. 


par value. Accountant, Feb. 15, 1936. 


| for industrial operation. Jour. Am. Stat. Assoc., Mar. 
United States and Canada. Jour. Pol. Econ., Feb, 


Weekly Report, German Inst. for Bus. Research, Dec, 24 


in Germany. Weekly Report, German Inst. Bus. Research 


nsurance companies. Fed. Home Loan Bank Rev., Mar, 


in 1935. Mo. Bank Letter, Nat. City Bank, Mar., 1936 
Conf. Bd. Bull., Feb., 1936. Pp. 4. 


d Capitalistic Organization 


elopment of the public utility holding company. Jou 
igue economique allemande. Rev. Econ. Internat., Feb, 
m petition. Soc. for Advancement of Manag. Jour 
physical volume of production. Jour. Am. Stat. Assoc. 


ion and the T.V.A. Annalist, Feb. 28, 1936. 
f milk under public utility regulation. Am. Econ. Rev, 


! formation. Am. Econ. Rev., Suppl., Mar., 1936 
lity Holding Company act of 1935. Jour. Land and Pub 
free competition. Am. Econ. Rev., Suppl., Mar., 1936 


mpetition and public policy. Am. Econ. Rev., Supp! 


mbanies: the Public Utility act of 1935. Yale Law Jour, 


nomy. Weekly Report, German Inst. for Bus. Research 


the public utility holding company. Nation's Business, 


re 


Wo.) 
Annu. 
Th 4 
H 


Indus, 


Indus, 


Remec 


BOE 
CLAl 
Sc 
GRE! 

HAM 
Ac 

LAN 
LASK 
LOTV 
Jat 
MARI 
MAt 
MILI 
An 

MITT 

19 

NATI 
Re’ 

Pp 

NUGI 

Pp 
SAL 

ScHY 

Ma 

SOKO 

STITT 
oer 

TUCK 

Ma 

Pp 
State 

Strib 

Wage 

lding companies. Harvard Law Rev., Apr., 193 

ans 


ne 


1936 | Labor and Labor Organizations 


Labor and Labor Organizations 


RorcKEL, R. M. The thirty hour week. Editorial Research Rep., Jan. 17, 1936. Pp. 17. 

CLark, C. Unemployment an international problem. Pol. Quart., Jan.-Mar., 1936. Pp. 16. 

prison, H. Feudalism and the American working-class. Social Forces, Mar., 1936. Pp. 8. 

Gisson, A. H. Prime causes of unemployment. Bankers’ Insur. Manag. Mag., Mar., 1936. 

Pp. 13. 

ce camieas C. and Davipson, S. The wage-earner in the westward movement. Il. Pol. 
Sci. Quart., Mar., 1936. Pp. 56. 

Green, W. and Lewis, J. L. Which way for the trade unions? Forum, Apr., 1936. Pp. 5. 

Ham, W. T. Regulation of labour conditions in sugar cultivation under the Agricultural 
Adjustment act. Internat. Lab. Rev., Jan., 1936. Pp. 9. 

LANGLEY, R. W. and Epwarps, J. R. Training and selection of workers. Soc. for Advance- 


Laski, H. J., and others. Problems of labour policy. Lab. Mo., Mar., 1936. Pp. 9. 

Lotwin, B. N., and others. Unemployment compensation. Law and Contemp. Problems, 
Jan., 1936. Pp. 172. 

Markus, B. The abolition of unemployment in the U.S.S.R. Internat. Lab. Rev., Mar., 
1936. Pp. 35. 

Mauco, G. Alien workers in France. Internat. Lab. Rev., Feb., 1936. Pp. 9. 

Mirus, H. A., and others. The effect of New Deal legislation upon industrial relations. 
Am. Econ. Rev., Suppl., Mar., 1936. Pp. 3. 

MitcHELL, G. S. The negro in Southern trade unionism. So. Econ. Jour., Jan., 1936. Pp. 8. 

MitTELMAN, E. B. Displacement of workers 45-64 years of age. Am. Econ. Rev., Mar., 
1936. Pp. 3. 

NATHAN, R. R. Estimates of unemployment in the United States, 1929-1935. Internat. Lab. 
Rev., Jan., 1936. Pp. 25. 

NicHoLas, W. W. Rational program for unemployment relief. Am. Fed., Feb., 1936. 
Pp. 5. 

NuGcENT, R. and Jones, F. M. Wage executions for debt. Mo. Lab. Rev., Feb., 1936. 
Pp. 15. 

Sauvy, A. Productivité et chémage. Jour. de la Soc. de Stat. de Paris, Feb., 1936. Pp. 14. 

SCHWENNING, G. T. Dismissal legislation in Latin American countries. Am. Fed., Feb., 
Mar., 1936. Pp. 13; 10. 

Soxoisky, G. E. Labor fights on. Atlantic Mo., Apr., 1936. Pp. 11. 

Stitr, L. The present status of minimum wage legislation in the United States. Soc. 
Service Rev., Mar., 1936. Pp. 8. 

THOMAS, N. Labor under the Nazis. Foreign Affairs, Apr., 1936. Pp. 13. 

Tucker, R. S. Real wages of artisans in London, 1729-1935. Jour. Am. Stat. Assoc., 
Mar., 1936. Pp. 12. 

WoLMAN, L. Can Uncle Sam organize labor? Rev. of Rev., Mar., 1936. Pp. 3. 

Annual review of employment in Canada, 1935. Lab. Gazette, Jan., 1936. Pp. 13. 

The Federation's revised unemployment estimate. Am. Fed., Jan., 1936. Pp. 10. 

How many unemployed could “industry” absorb? Conf. Bd. Bull., Jan., 1936. Pp. 2. 

Industrial employment. Index, N.Y. Trust Co., Mar., 1936. Pp. 6. 

Industrial relations policy in the U. S. in 1935. Conf. Bd. Service Letter, Dec., 1935. 

Remedies for unemployment among professional workers. Internat. Lab. Rev., Mar., 1936. 
Pp. 33 


2 
State lal 


2 


bor legislation, 1935. Mo. Lab. Rev., Jan., 1936. Pp. 19. 

Sirtkes and lockouts in Canada and other countries during the year 1935. Lab. Gazette, 
Feb., 1936 Pp. 27. 

Wages and hours since the abolition of N.R.A. Bull. Nat. Industrial Conf. Bd., Jan. 10, 
1936, 

The worker's stake in the cost of government, Guaranty Survey, Mar., 1936. Pp. 4. 


379 
ar, ment of Manag. Jour., Mar., 1936. Pp. 6. 
24, 
{ar 
Jour 
Feb., 
Rev 
1936 
Pub 
1936 
upp 
Jou 
ear) 
1° 


Periodicals [June 


Money, Prices, Credit, and Banking 


ANDERSON, G. E. G 


BALOGH, T. Olcsé pén 


Kozgazdasagi Szemle 
BELL, E. V. Foreign 


Annalist, Jan. 17, 193 


. The silve 

BELL, J. P. Banking in 
BLock, A. Currency in 
Appraisers Jour., Jai 


BRODERICK, M. J. The 7 


CARTINHOUR, G. T 
Pp. 6. 

CoRCELLE, C. La Bar 
Internat., Jan., 193¢ 

CORDELL, W. and ¢ 
Pp. 13. 

CROWDER, W. F. 
Chicago, Jan., 1936 

DENSEN, P. M. Price 


Am. Stat. Assoc., Mar 


Donps, J. Banking in 


DoLLey, J. C. The industs 
Econ., Feb., 1936. Pp 


Du E. L. The 
FERGUSON, D. G. P 
FISHER, I., and others 
ForBES, B. C. America 
Fox, M. j., Jn. Dej 
Jour. Am. Stat. As 
FRASER, L. The interna 
FrIDAY, D. Interest rate 
FROMAN, L. A. Bime 
——. Fallacie 
GarclA, F. L. Bangin: 
GIBSON-JARVIE, J. Cred 
Pp. 12. 
GOLDENWEISER, E. A 
Jour. Am. Stat. A 
GourviTcH, A. T 
sion). Am. Econ 
HALL, N. F., and 
Pp. 318. 
Harris, S. E. The « 
HAwWTREY, R. G. Fr 
17. 
JENNY, F. The 
Pp.. 17. 
KERSCHAGL, R. Zur ! 
Archiv, Mar., 1° 
KoENIG, J. Nichtin 
1936. Pp. 6. 


markets 


t banking. Banking, Feb., 1936. Pp. 4. 

iltalanos orvosszer (Cheap money as universal panacea) 
Dec., 1935. Pp. 8. 
for fourth successive year dominated by fear 


Current Hist., Feb., 1936. 
Jour. Canadian Bankers Assoc., Jan., 1936. Pp. 9. 


in Germany: its effects on real estate. Am. Inst. Real Estate 


thrift. Econ. Forum, Winter, 1936. Pp. 13. 
nking problems. Jour. Canadian Bankers Assoc., Oct., 1935 


France: ses grandes cavractéristiques actuelles. Rev. Econ 
K. Alberta and social credit. No. Am. Rev., Mar.. 1936 
1 analysis of the Banking act of 1935. Jour. Bus. Univ 
ind responsiveness to changes in the price of gold. Jour 
Pp. 3 
Canadian Bankers Assoc., Jan., 1936. Pp. 13. 


dvance program of the federal reserve system. Quart. Jour 


in 1935. Harvard Bus. Rev., Winter, 1936. Pp. 15. 


dangers of a soft money policy. Annalist, Jan. 24, 1936. 
Wharton Rev. Finan. and Comm., Feb., 1936. 


national program. Banking, Feb., 1936, Section 2. Pp. 2 
rance as an influence for stabilizing the banking structure 


Mar., 1936. Pp. 10. 


bank and its future, Foreign Affairs, Apr., 1936. Pp. 12 
banking profits. Rand McNally Bankers Mo., Jan., 1936. 


reconsidered. Am. Econ. Rev., Mar., 1936. Pp. 9. 


credit’: a reply. Am. Econ. Rev., Mar., 1936. Pp. 3. 
Bankers Mag., Feb., 1936. Pp. 7. 
ent-day needs. Bankers’ Insur. Manag. Mag., Jan., 1936 
t the lending function of the federal reserve bank 
1346 Pp. 8. 
| prices and valuation in the soviet system (with discus. 
Mar., 1936. Pp. 24. 
l forms of devaluation. Weltwirtsch. Archiv, Jan., 1936 


heory of credit. Jour. Pol. Econ., Feb., 1936. Pp. 12. 
tary policy (reply by P. Schwob). Economica, Feb., 1936 


y in France. Lloyds Bank Ltd. Mo. Rev., Feb., 1936 
‘inanzierung staatlicher Investitionstatigkeit. Weltwittsch 


reeldansgabe? Ein Schlusswort. Schmollers Jahrb., Fed 


D, 


380 
LE 
Mi 
v0! 
Ris 
Rol 
SAK 
SHC 
SIM 
SPA 
P 
STE 
SUB 
Ti 
P 
V 
E 
VIG 
Was 
Py 
Wi 
X 
The 
AG 
Su 
Gor 
The 
Prog 
Reca 
A es 
205 


% 1936] Money, Prices, Credit, and Banking 381 


LAWRENCE, D. Government banking’s progeny. Banking, Mar., 1936. Pp. 3. 
LEHMANN, F. 100% money. Soc. Research, Feb., 1936. Pp. 20. 
Means, G. C. Notes on inflexible prices. Am. Econ. Rev., Suppl., Mar., 1936. Pp. 13. 


yoN DER NAHMER, N. Méglichkeit und Zweckmdszigkeit nichtinflatorischer Papiergeld- 
ausgable. Schmollers Jahrb., Feb., 1936. Pp. 16. 

NETHERLAND, W. Cut rate money. Banking, Feb., 1936. Pp. 5. 

paisH, F. W. The British exchange equalization fund. Economica, Feb., 1936. Pp. 6. — 

Puttips, W. Awstralian export prices, 1880-1935. Econ. Record, Dec., 1935. Pp. 11. 

Rist, C. Une histoire naturelle de la vie financiére et monétaire. Rev. d’Econ. Pol., Nov.- 
Dec., 1935. Pp. 9. 

—_—_—_——.. Monnaie et commerce. Rev. Econ. Internat., Feb., 1936. Pp. 18. 

Rorty, M C. The commodity dollar. Harvard Bus. Rev., Winter, 1936. Pp. 13. 

Rossi, L. “Gold standard” e moneta neutrale. Riv. Ital. di Sci. Econ., Nov.-Dec., 1935. 
Pp. 12. 

Pinon A. M. Early American bank stock speculation. Bankers Mag., Jan., 1936. Pp. 3. 

SHort, C. M. Bank credit. Jour. Canadian Bankers Assoc., Oct., 1935. Pp. 5. 

simons, H. C. Rules versus authorities in monetary policy. Jour. Pol. Econ., Feb., 1936. 
Pp. 30. 

Pin stave W. F. The Chinese currency tangle. Bankers’ Insur. Manag. Mag., Jan., 1936. 
Pp. 8. 

Pl M. S. Beware of inflation. Nation, Mar. 11, 1936. 

SuBLETTE, M. H. Private currency and social credit. Bankers Mag., Mar., 1936. Pp. 6. 

SzymczAK, M. S. How the federal reserve operates. Savings Bank Jour., Jan., 1936. 

TayLor, C. W. The case against the nationalization of the banks. Jour. Canadian Bankers 
Assoc., Oct., 1935. Pp. 8. 

Tuorp, W. L. Price theories and market realities. Am. Econ. Rev., Suppl., Mar., 1936. 
Pp. 8. 


TowLe, L. W. Cyclical behavior of time deposits in the United States. Harvard Bus. Rev., 


fear 


astate 


Pp. 2 Winter, 1936. Pp. 10. 
uctur UpcreN, A. R. Devaluation of the dollar in relation to exports and imports. Jour. Pol. 
Econ., Feb., 1936. Pp. 14. 
2 Vicreux, P.-B. La dévaluation et l’épargne. Jour. des Econ., Nov.-Dec., 1935. Pp. 8. 
6. VINER, J. Recent legislation and the banking situation (with discussion). Am. Econ. Rev.. 
Suppl., Mar., 1936. Pp. 16. 
4 WASSERMAN, M. J. French wholesale prices during inflation. Am. Econ. Rev., Mar., 1936. 
Pp. 12. 
, 1936 WiLLiaMs, J. H. The Banking act of 1935. Am. Econ. Rev., Suppl., Mar., 1936. Pp. 11. 
X.” La Banque de France en 1935. Jour. des Econ., Jan.-Feb., 1936. Pp. 11. 
» bank The bank balance sheets. Bankers’ Insur. Manag. Mag., Feb., 1936. Pp. 12. 
The Bank of Canada. Canadian Chartered Accountant, Mar., 1936. 
discus China's currency reform and the powers. Oriental Econ., Dec., 1935. 
The franc. Economist (London), Jan. 25, 1936. 
, 1936 A German view on world gold problems. Weekly Report, German Inst. for Bus. Research, 
Suppl., Dec. 24, 1935. Pp. 4. 
2. Government banks. Banking, Section 2, Mar., 1936. Pp. 11. 
19 Inflation—is it coming? New Republic, Feb. 12, 1936. 
P-‘ces in Canada and other countries, 1935. Lab. Gazette, Suppl., Jan., 1936. Pp. 21. 
., 1 The problem of excess reserves and business recovery. Guaranty Survey, Dec., 1935. Pp. 3. 
Progress im the strengthening of the nation’s thrift and home-financing structure. Fed. Home 
twirtsc! Loan Bank Rev., Mar., 1936. Pp. 4. 
Recapitulation of the gold standard: its collapse, its metamorphosis. Fortune, Feb., 1936. 
cb., Feb Reserve board regulations. Banking, Feb., 1936. Pp. 5. 


A urvey 


of government banks. Banking, Jan., 1936. Pp. 11. 


Periodicals [ June 


Public Finance, Taxation and Tarif 


ANDERSON, G. I 
agencies, one-t/ 
BERNSTEIN, E. M 
Jan., 1936. Pp. 1 
BUEHLER, A. G. 7 
Feb., 1936. Pp 
BUEHLER, A. G., a! 
CAMPBELL, E. C 
Pp. 12 
EDELBERG, L., and 
Soc. Research, i 
GARLAND, J. M. 7 
GRIFFITH, E. S., 
HarT, H. M., JR 
Pp. 10. 
HEER, C. Relation 
1936. Pp. 8. 
Hirst, F. W. 
Ltd. Mo. Rev., 
HuNTER, M. H. § 
JENSEN, J. P. A su 
KIMMEL, L. H. | 
1936. Pp. 4. 
Levin, A. J. Redu 
Luorz, H. L. Ti 
Macon, H. L. 7 
Jan., Feb., 19 Pr 
Murpocu, F. B 
Newcomer, M. I 
discussion). Ar 
RATCHFORD, B. | 
REUTER, P. La d 
industriel et ¢ 
RoBERTs, W. A 
SANDERS, J. T. N 
Assoc., 1935. Pt 
SHOUP, C. The 
Tax Assoc., J n 
SPENGLER, E. H 
1936. Pp. 4 
STUDENSKI, P. 7 
United States 
STUDENSKI, P., a 
Pol. and Soc. S 
— - . New D 
TAYLOR, G. C. 7 
Bus. Rev., Jan 
VASILIU, V. La 
Rev. de Sci. et 
YOUNGQUIST, G. A 
L’ am ortis ement 
Dec., 1935 Pp 
Taxes and } 


du gouvernement fédéral américain pendant la dépre 


verable assets of $4.5 billions in various governmer; 
ymanently frozen. Barron's, Feb. 17, 1936. 


prices, and the national income. So. Econ. Jour 
diency and justice in taxation. Bull. Nat. Tax Asso 


taxes. Taxbits, Mar., 1936. Pp. 9. 
revenues in California. Am. Econ. Rev., Mar., 193 


nditures and economic structure in the United State 


gressive land tax. Econ. Record, Dec., 1935. Pp. 12 
taxation. Taxbits, Feb., 1936. Pp. 21. 
ind protective tariffs. Harvard Law Rev., Feb., 1934 


, and local finances. Am. Econ. Rev., Suppl., Mar 


imerica—the finance of the New Deal. Lloyds Bank 


ations or business? Am. Econ. Rev., Mar., 1936. Pp. 6 
lection. Bull. Nat. Tax Assoc., Mar., 1936. Pp. 4 
be soldiers’ bonus legislation. Conf. Bd. Bull., Feb, 


f death taxes. Tax Mag., Jan., 1936. 
f 1935. Am. Econ. Rev., Suppl., Mar., 1936. Pp. 13 
t North Carolina, 1778-1814. Bull. Nat. Tax Assoc 


ystem. Bull. Nat. Tax Assoc., Feb., 1936. Pp. 6 
i] government resources in Germany and England (with 
ppl., Mar., 1936. Pp. 14. 
South. So. Econ. Jour., Jan., 1936. Pp. 13. 
l’évasion fiscale en matiére d’impét sur le bénéue 
Sci. et de Légis. Finan., Oct.-Nov.-Dec., 1935. Pp. 70 
finance. Harvard Bus. Rev., Winter, 1936. Pp. 6 
of the agricultural processing taxes. Proc. Nat. Tx 


retailers under New York City’s sales tax. Bull. Nit 
rsus special assessments. Bull. Nat. Tax Assoc., Mar 


in it be balanced? People’s Money, Feb., 1936. 

t inheritance taxes from the point of view of 
c., Mar., 1936. Pp. 3. 
nt finance in the modern economy. Annals Am. Aci 
271 


Taxbits, Jan., 1936. Pp. 25. 


federal government (with discussion). New Mex 


f 


Oct.-Nov.-Dec., 1935. Pp. 55. | 
urity act and its tax problems. Tax Mag,, Jan., 19% 
en France. Rev. de Sci. et de Legis. Finan., Oct-No 


ity Survey, Feb., 1936. 


Porindical¢ 


2Q9 

382 
Bu 
PE 
AN 
AY 
B 
Ca) 
CLA 
ir 
Cop 
GLA 
Go) 
Gr! 
R 
Hal 
U 
Hat 
Ha 
Pr 
KIN 
McC 
M 
MER 
Mry 
Hi 
19 
Pp 
IC 
m Pu 


june 1936] Social Problems and Reforms 


Population and Migration 


paras, C. Malthus and the population problems of today. Jour. de la Soc. Hongroise de 
Stat.. No. 4, 1935. Pp. 37. 


Jour BitLinc, G. C. Some economic effects of a stationary population. Econ. Record, Dec., 1935. 
p. 9. 
LSsoc Pic H. L. The evaluation of the effect upon mortality statistics of the selection of the 
primary cause of death, Jour. Am. Stat. Assoc., Mar., 1936. Pp. 11. 
Giass, D. V. Italian attempts to encourage population growth. Rev. Econ Studies, Feb., 
1936 1936. Pp. 14. 
Himes, N. E. Bentham and the genesis of neo-malthusianism. Econ. Hist., Feb., 1936. Pp. 
State 10. 
PearL, R. War and overpopulation. Current Hist., Mar., 1936. 
1 
193 Social Problems and Reforms 
, Mar ANDERSON, G. E. Social security forever. Banking, Mar., 1936. Pp. 4. 
AynarD, J. Le logement populaire en Angleterre. Le Musée Social, Feb., 1936. Pp. 13. 
s Bank BECKER, D., and others. Regional planning technique. Plan Age, Mar., 1936. Pp. 21. 
Burns, E. M. Financial aspects of the Social Security act. Am. Econ. Rev., Mar., 1936. Pp. 
Pp. 6 1. 
p. 4 CamMAN, E. A. Social security: seven billion dollars a year. Jour. Accountancy, Apr., 1936. 
., Feb, Pp. 32. 
Aoi E., and others. The economic aspects of an integrated social security program. Am. 
Econ. Rev., Supp., Mar., 1936. Pp. 4. 
Pp. | Connor, L. R. Urban housing in England and Wales (with discussion). Jour. Royal Stat. 
Assoc Soc., Part I, 1936. Pp. 66. 
Doveias, P. H. The United States Social Security act. Econ. Jour., Mar., 1936. Pp. 20. 
. 6. Giasser, H. Social security legislation. Bankers Mag., Jan., 1936. Pp. 5. 
d (wi GonzaLes, R. J. The background and need for the Social Security act of 1935 (with dis- 
cussion). New Mexico Bus. Rev., Jan., 1936. Pp. 17. 
GreBLeR, L. House building, the business cycle, and state intervention. 1. Internat. Lab. 
béméfce Rev., Mar., 1936. Pp. 19. 
Pp. 7 Hattauer, F. J. Population and building construction: a revision. Jour. Land and Pub. 
. 6 Util. Econ., Feb., 1936. Pp. 7. 
Nat. Tax Harvinc, T. S. The coming food and drug bill. Econ. Forum. Winter, 1936. Pp. 12. 
i HasLaM, E. P. Social legislation in New Zealand: a comparison. Econ. Record, Dec., 1935. 
wil. Nat Pp. 23. 
Kinc, W. I. Consolidating our gains. Jour. Am. Stat. Assoc., Mar., 1936. Pp. 9. 
0¢., Mar McCracken, H. L. An appraisal of the possibility of plenty. Soc. for Advancement of 
Manag. Jour., Mar., 1936. Pp. 10. 
6. Merten, A. Les sanctions économiques contre I'ltalie. Rev. Econ. Internat., Jan., 1936. 
Pp. 32. 
Meyer, G. Krisenpolitik und Planwirtschaft. Zeitschr. f. Sozialforschung, Jahrg. TV, 1935, 
um. A Heft 3. Pp. 39. 
DUM, H. W. Planning an American region. Plan Age, Feb., 1936. Pp. 26. 
Rowson. S. A statistical study of the cinema industry in West Britain in 1934 (with dis- 
w Mex cussion). Jour. Royal Stat. Soc., Part I, 1936. Pp. 67. 
eecHWARTZ, G. L. Capitalism on the dole. Pol. Quart., Jan.-Mar., 1936. Pp. 14. 
épre IMPSON, J. H. Social security in the United States. Jour. Canadian Bankers Assoc., Jan., 
| 1936. Pp. 11. 
oo ~ sage H. W. The need for a specific overcrowding policy. Rev. Econ. Studies, Feb., 1936. 
p. 10 


STONE, O. M. Present position of negro farm population. Jour. Negro Educ., Jan., 1936. 
WALKER, E. R. Public works as a recovery measure. Econ. Record., Dec., 1935. Pp. 15. 

WICKENS, D. L. Further results of the financial survey of urban housing. Jour. Land and 
Pub. Util. Econ., Feb., 1936. Pp. 10. 

using in Great Britain. Index, N. Y. Trust Co., Feb., 1936. Pp. 6. 


383 
i 


Periodicals [June 


Insurance and Pensions 


Bowers, G. A. Setting up state administration for unemployment insurance. Jour. Am 
Stat. Assoc., Mar., 1 6 

Fox, H. C. and Betz, R t of German unemployment insurance system. Mo. Lab. Rey 
Jan., 1936. Pp. 15 

GLASSER, H. Can unemployment insurance remain solvent. Bankers Mag., Apr., 1936, Pp. 6 

HALE, C. G. Insurance: 1 trends. Spectator Prop. Insur. Rev., Jan. 2, 1936. 

KLOCKSIN, C. C. Life insura review of 1935. Spectator, Jan. 9, 1936. 

MALM, H. W. German unemployment insurance. Am. Fed., Jan., 1936. Pp. 6. 

Rorty, M. C. Unemployment insurance and unemployment. Jour. Am. Stat. Assoc., Mar., 
1936. Pp. 6. 

SHEEHAN, R. W. Fire insurance in the United States in 1935. Spectator, Mar. 12, 1936. 

SMITH, V. R. Life insurance and the declining rate of interest. Canadian Chartered Ac. 
countant, Mar., 193 

WHITE, R. C. The funct f social insurance in relation to economic security. Social 
Forces, Mar., 1936. P 


Socialism and Co-operative Enterprises 


Fow Ler, B. B. The spread of consumer codperation in America. Scribner's, Apr., 1936 
Pp. 5. 

OBOLENSKY-OSSINSKY, \ ’. Les principes de Vl’organisation et de V administration 
économiques de l’U.R.S.S. Rev. d'Econ. Pol., Jan.-Feb., 1936. Pp. 21. 

Picou, A. C. The Web! soviet communism. Econ. Jour., Mar., 1936. Pp. 10. 

SOULE, G. Does socialism work? New Republic, Feb. 5, 12, 19, 1936. 

Review of codperative movement throughout the world in 1934. Mo. Lab. Rev., Jan., 1936 
Pp. 21. 


Statistics and Its Methods 


DemMarIA, G. Osservazioni sulla teoria statistica delle serie dinamiche. Giorn. d. Econ. 
Dec., 1935. Pp. 45 

Du Brut, S. M. A proposal for an integrated program for the reporting of business statis- 
tics to government agencies. Jour. Am. Stat. Assoc., Mar., 1936. Pp. 5. 

FriscH, R. Annual survey of general economic theory: the problem of index number: 
Econometrica, Jan., 1936. Pp. 38 

HAYFORD, F. L. Some uz f statistics in executive control. Jour. Am. Stat. Assoc., Mar, 
1936. Pp. 6. 

LEONTIEF, W. Comp mmodities and the problem of index numbers. Econometrica, 
Jan., 1936. Pp. 21 

MAccrREGOR, D. H. Pare law. Econ. Jour., Mar., 1936. Pp. 8. 

NAGEL, E. The meanin probability. Jour. Am. Stat. Assoc., Mar., 1936. Pp. 21. 

PALMER, E. Z. Resources and distribution of income in the South. So. Econ. Jout., Jan, 
1936. Pp. 14. 

Rick, S. A. Some recent developments of statistical organization in the United States. Rev. 
de I'Inst. Internat. de Stat., Jan., 1936. Pp. 8. 

Sipos, A. Les systémes a stistique des prix, nécessaires aux investigations sur les com 
jonctures et a l’analyse marchés. Jour. de la Soc. Hongroise de Stat., No. 4, 1935 
Pp. 26. 

STAEHLE, H., JOSEPH, M W., LerNeR, A. P. Further notes on index numbers. Rev 
Econ. Studies, Feb., 1° 5 

THorP, W. L. Wanted ndustrial statistics. Jour. Am. Stat. Assoc., Mar., 1936. Pp. 6 

WiLicox, W. F. Definitions of statistics. Rev. de l'Inst. Internat. de Stat., Jan., 1936 
Pp. 12. 


app 
neg 
Sat 
pare 

Cor 
G 
citie 
Car 

res 
and 
(p 
T 
foll 
Su r 
and 
144 
by 
of 
109 
Rel 
19: 
| 
pen 
| 
lm 
Ye 
Ma 


DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the Trade Promotion Series of the federal Department of Commerce have 
appeared No. 91, Preparing Shipments to Canada: Documentation and Customs 
Requirements, by Mary H. Fricker (1936, pp. 44, 10c.); No. 158, Preparing 
Shipments to Europe: Documentary Requirements and Customs Regulations, pre- 
pared by B. O. Weitz and F. K. Ioannou (1935, pp. 149, 15c.). 


The Bureau of Foreign and Domestic Commerce of the federal Department of 
Commerce is continuing the publication of bulletins on Consumer Use of Selected 
Goods and Services, by Income Classes. Of recent receipt are those covering the 
cities of Austin, Texas; Fargo, North Dakota; Portland, Maine; Columbia, South 
Carolina; Salt Lake City, Utah; Trenton, New Jersey. The price of each is 10c. 


A letter from the chairman of the Federal Power Commission transmitting, in 
response to Senate Resolution No. 123, a report relative to Restraining Orders 
and Injunctions Instituted against Public Electric Projects has been issued as Senate 
Document No. 182, 74th Congress, 2nd Session (1936, pp. 53). 


The Federal Power Commission has issued in Rate Series No. 6 State Commis- 


ion Jurisdiction and Regulation of Electric Rates and Service, October, 1935 
(pp. 11, 10c.). 


Labor 


The Women’s Bureau of the federal Department of Labor has published the 
following bulletins: 

No. 108, The Effects of the Depression on Wage Earners’ Families: A Second 
Survey of South Bend, by Harriet A. Byrne (pp. 31, 5c.). 

No. 126, Women in Texas Industries: Hours, Wages, Working Conditions, 
and Home Work, by Mary L. Sullivan and Bertha Blair (pp. 81, 15c.). 

No. 130, Employed Women under N.R.A. Codes, by Mary E. Pidgeon (pp. 
144, 20c.). 

No. 137, Summary of State Hour Laws for Women and Minimum-W age Rates, 
by Mary E. Pidgeon (pp. 54, 10c.). 


The State Department of Labor of New York has compiled under the direction 
of Elmer F. Andrews, industrial commissioner, Labor Law and Pertinent Provi- 
ons of the State Departments Law, Penal Law, Education Law, and Domestic 
Relations Law, with Amendments, Additions and Annotations to February 1, 
1936 (Albany, 1936, pp. 213). 


The Industrial Commission of Wisconsin has printed the Workmen's Com- 
pensation Act (with 1935 Amendments) (Madison, 1936, pp. 98). 


Public Finance 


The United States Tariff Commission in its series of Comparative Statistics of 
Imports into the United States for Consumption by Countries for the Calendar 
Years 1931-1935, Inclusive, has printed Volume IX, Group 7, dealing with 
Machinery and Vehicles. This is W.P.A. Statistical Project 65-31-2075, Richmond, 
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Virginia. Further volumes will be published dealing with the following topics 
(1) animals and animal products, edible; (II) animals and animal products, ip. 
edible; (III) vegetable food products and beverages; (IV) vegetable products 
inedible (except fibers and wood) ; (V) textiles; (VI) wood and paper; (Vil) 
nonmetallic minerals; (VIII) metals and manufactures (except machinery anj 


vehicles) ; (X) chemicals and related products; (XI) miscellaneous. The Tarig 
Commission announces that it will deposit the complete series with the leading 
official libraries and with the public libraries interested in trade statistics, 


The Bureau of Internal Revenue has prepared Regulations 90 relating to the 
Excise Tax on Em pl ve? unde a Title IX of the Social Security Act (Washington 
1936, pp. 66, 10c.) 


A record of the proceedings of the Twenty-fourth Annual Meeting of sh 
Rhode Island Tax Officials’ Association, held December 18, 1935, has been 
printed by the Association as Bulletin No. 24 (Providence, February, 1936 
pp. 53). 


The Report of the Rhode Is ind Commission on Ways and Means Made to the 
Governor November 2 135, has been received. This relates to methods of 
obtaining revenue (Providence, pp. 130). 

Other volumes dealing with public finance are: 

Twenty-fifth Annual Report of the New Hampshire State Tax Commission, 
Tax Year of 1935 (Concord, 1935, pp. 191). 

Report of the New Y ork State Commission on State Aid to Municipal Subdivi- 
sions, Submitted February 1, 1936 (Albany, 1936, pp. 357). 

Twenty-first Annual Report of the South Carolina Tax Commission to the 
Governor and Genet issembly (Columbia, 1935, pp. 114). 
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NOTES 


The Nominating Committee of the AMERICAN ECONOMIC ASSOCIATION is as 
follows: George E. Barnett, Johns Hopkins University, chairman; Ira B. Cross, 
University of California; Paul T. Homan, Cornell University; Chester A. Phillips, 
lowa State University; 1. Leo Sharfman, University of Michigan; Erich W. Zim- 
mermann, University of North Carolina. Members are invited to send to the 
chairman of the committee the names of persons whom they would like to have 
considered for each of the elective offices—namely, president, first vice-president, 
second vice-president and two members of the Executive Committee. 

At the March, 1936, meeting of the Executive Committee, James Washington 
Bell was appointed Secretary-Treasurer of the AMERICAN ECONOMIC ASSOCIA- 
TION, to fill the vacancy caused by the resignation of F. S. Deibler. The head- 
quarters of the Association will continue at Northwestern University and the 
transfer will take place at the end of the current academic year. : 


The following names have been added to the membership ot the AMERICAN 
ECONOMIC ASSOCIATION since February 1: 


Akerstrom, C. E., Green Mountain Junior College, Poultney, Vt. 

Allen, H. K., 1104 S. First St., Champaign, III. 

Anderson, G. R., 514 Benjamin St., Ann Arbor, Mich. 

Bissell, R. M., Jr., 1292 Yale Station, New Haven, Conn. 

Bopp, K. R., 106 B. and P. A. Bldg., University of Missouri, Columbia, Mo. 

Brown, E. C., 1133 24th St. N.W., Apt. 22, Washington, D.C. 

Bryan, R. F., 2814 Yale Station, New Haven, Conn. 

Buchanan, A., Dept. of Economics, University of California, Berkeley, Calif. 

Candelet, J. E., Northeastern University, 160 Broad St., Providence, R.I. 

Castrence, G. C., 102 Glen Ave., Ann Arbor, Mich. 

Chudnowsky, W. A., Balliol College, Oxford, England. 

Clark, R. F., Marietta College, Marietta, Ohio. 

Coleman, R. W., Carnegie Institute of Technology, Pittsburgh, Pa. 

Collins, C. W., School of Commerce, University of Denver, Denver, Colo. 

Corcoran, J. J., Jr., 1450 Girard St. N.W., Apt. 31, Washington, D.C 

Cowin, R. B., 1124 N. New St., Bethlehem, Pa. 

Culbertson W. S., Colorado Bldg., Washington, D.C. 

Danhof, C. H., Dept. of Economics, University of Michigan, Ann Arbor, Mich. 

Eakin, F., c/o A. E. Staley Manufacturing Co., Decatur, III. 

Ecker-Racz, L. L., 1745 Connecticut Ave. N.W., Washington, D.C. 

Elliott, C. M., 404 Commerce Bldg., University of Illinois, Urbana, III. 

Fisher, J. L., 1603 Lincoln Pl., Brooklyn, N.Y. 

Friedberg, M., Dept. of Economics, Simmons College, Boston, Mass. 

Fuller, D. A., Jr., Manufacturers and Traders Trust Co., Buffalo, N.Y. 

Gay, M. C., 424 Commerce Bldg., University of Illinois, Urbana, III. 

Goetz, B. E., 5330 Ellis Ave., Chicago, IIl. 

Hadley, C. D., University Club, Madison, Wis. 

Hart, A. G., University of Chicago, Chicago, Ill. 

Helmreich, T., 4307 McPherson, St. Louis, Mo. 

Hettinger, H. S., 4537 Spruce St., Philadelphia, Pa. 

Howell, P. L., Works Progress Admin., 2123 F St., Washington, D.C. 

Hunsicker, H. K., 53 Washington Sq. S., New York City. 

Huntington, E. H., 119 South Hall, University of California, Berkeley, Calif. 

Jameson, M. E., National Industrial Conference Board, 247 Park Ave., New York City. 

Johnson, W. L., 120 Hooper Ave., Toms River, N.J. 

Klingenstein, J., 120 Broadway, New York City. 

Labastille, F. M., School of Commerce, Accounts, and Finance, New York University, 
Washington Sq., New York City. 

Lamb, F. D., 40714 S. Saginaw St., Flint, Mich. 

Lin, L., Brookings Institution, 722 Jackson Pl., Washington, D.C. 

Linville, F. A., 19 §. Park, Hanover, N.H. 

Losty, J. A., c/o St. Mary's College Library, Winona, Minn. 
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McNaughton, Box 82. Palisades Park. 

Massel, M. S., 2123 Eye St. N.W., Washington, D.C. 

Maurer, W. J., 45-22 40th St., Sunnyside, L.I., N.Y. 

Miller, G. W., 404 Commerce Bldg., University of Illinois, Urbana, III. 

Nelson, J. C., Park Manor Apts., Olympia, Wash. 

Norris, N., Dept. of Economics, University of Michigan, Ann Arbor, Mich. 

Nugent, R., Russell Sage Foundation, 130 E. 22nd St., New York City. 

Olmstead, H. C., 4625 W. 18th St., Los Angeles, Calif. 

Packard, R. M., Waynesburg College, Waynesburg, Pa. 

Pettee, J. C., West Virginia University, Morgantown, W.Va. 

Penner, C. D., Bethel College, Kan. 

Phelps, H. A., American Sociological Society, University of Pittsburgh, Pittsburgh, Pa 

Reich, N., 4 West 93rd St., New York City. , 

Reiner, J., 250 W. 57th St., New York City. 

Richardson, J. T., Stephen F. Austin State Teachers College, Nacogdoches, Texas. 
S. Williams, Denver, Colo. 

Rubinow, R. S., Dept. of Economics, Swarthmore College, Swarthmore, Pa. 

Sienkiewicz, C. A., 825 Chestnut St., Philadelphia, Pa. 

Smith, C. W., 17 isey Bldg., Baltimore, Md. 

Smith, H. H., Apt. E4, 254 Seaman Ave., New York City. 

Smith, R. F., Loyola University, Chicago, III. 

Sparks, F. H., 105 Harding Ct., Monrovia, Calif. 

Stapp, P., Dept. of Economics, University of Michigan, Ann Arbor, Mich. 

Sun, J. T., $21 Li 1 St., Ann Arbor, Mich. 

Vickrey, W. S., 5 Hamilton Rd., Scarsdale, N.Y. 

Wall, N. J., 1808 I St. N.W., Washington, D.C. 

Ward, G. B., Jr., 400 Union Bldg., 837 Gravier St., New Orleans, La. 

Watson, M. A., Tanners’ Council of America, 100 Gold St., New York City. 

Welfling, W. W., School of Business, University of Minnesota, Minneapolis, Minn. 

Williams, W. W., 808 2nd Ave., Seattle, Wash. 

Wilson, M. H., 403 W. 115th St., New York City. 

Wright, C. P., Box 241, Wolfville, N.S., Canada. 

Wright, H. R., The Cloisters, 5807 Dorchester Ave., Chicago, III. 

Yaple, M., 64 Oxford, Cambridge, Mass. 


The Social Science Research Council announces the appointment of 12 pos 
doctoral research training fellows and 10 pre-doctoral field fellows, with 
stipends totalling $65,000. The closing date for the receipt of applications for 
1937-38 is February 1, 1937. Full details may be obtained from the secretary of 
the Council, Richard H. Shryock, Social Science Research Council, 230 Park 
Avenue, New York City 

Among the appointees for post-doctoral research training fellowships for 
1936-37, with their subjects of study, are: Henry C. Alton, University of Cili- 
fornia, industrial re-adjustment in post-war England; Louis G. Kirk, University 
of Wisconsin, current international economic relations; Donald C. C. Masters, 
University of Toronto, history of economic relationships between the United 
States and Canada; Dwight L. Palmer, Stanford University, British research 
methods as used in analyzing and meeting workers’ demands for economic 
security and control. Among the appointees for pre-doctoral field fellowships 
for 1936-37 are: James S. Earley, University of Wisconsin, effects of the British 
“easy money’’ policy upon her domestic economy and economic revival; Walter 
B. Hickman, Johns Hopkins University, operation of the investment department 
of a savings bank. Among the appointees for grants-in-aid for 1936-37 are: 
Charles A. Gulick, Jr., University of California, Austrian working class move: 
ment, 1918-1937; Elmo P. Hohman, Northwestern University, international 
maritime labor; Edward G. Kirkland, Bowdoin College, New England a. 
1815-1875; Joseph Mayer, Library of Congress, scientific method in relation to 


economic thought; Melchior Palyi, University of Chicago, possible breakdown 
of public financia! and banking structures in western and central Europe; Con 
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gantine Panunzio, University of California at Los Angeles, workers’ codperative 
organizations; Lothar Richter, Dalhousie University, codrdinated systems of social 
insurance; Alexander N. Sack, New York University, taxation of business in its 
interstate and international aspects; Robert S. Smith, Duke University, commerce 
and shipping of Barcelona, 1300-1600; Walter B. Smith, Williams College, 
history 34 the second Bank of the United States; William G. Welk, College of 
St. Thomas, Italy under sanctions. 


The University of California Summer Session of 1936 will conduct intensive 
instruction in the Russian language from June 22—August 29. This work is offered 
in coéperation with the Institute of Pacific Relations, as a continuation of the 
inter-university project which began with the Russian language section of the 
Harvard Summer School of 1934 and was carried on at Columbia during the 
summer of 1935. 


Beginning in October, 1936, the University of Chicago will provide an ex- 
panded program of study in mathematical statistics. 


The School of Commerce at the University of Denver is planning a second 
conference on ‘‘Current Problems in Commercial Education’’ to be held June 25, 
26, For further information address E. U. Bourke, director, Publicity Bureau, 
University of Denver. 


The College of Business Administration of the University of Florida, Gaines- 
ville, in co6peration with the Institute of Inter-American Affairs, is conducting 
a summer cruise to the West Indies and northern coast of South America for 
studying trade and trade practices of Caribbean America. The trip lasts from 
July 4 to August 12, and will be under the direction of Dr. W. T. Hicks, assistant 
professor of economics and marketing. 


The Harvard Business School plans to reéstablish its Special Session for Business 
Executives during the month of July. Details may be obtained from Edwin L. 
Morris, assistant dean of the Graduate School of Business Administration, Har- 
vard University. 


The tenth anniversary session of the Institute of Public Affairs will be held at 
the University of Virginia, Charlottesville, July 5-18. A program may be obtained 
from Garland P. Peed, University Station, Charlottesville, Virginia. 


The Summer Institute for Social Progress at Wellesley College will be held 
July 4-18. Programs may be obtained from the Institute Director, Dorothy P. Hill, 
420 Jackson Building, Buffalo, New York. 


The Fabian Summer School will be held at Normanhurst, Catsfield, Nr. Battle, 
Sussex, England, August 1-29. Information may be obtained from the Fabian 
Society, 11 Dartmouth Street, Westminster, London, S.W. 1. 


A conference of the Mid-West Economic Association was held at Des Moines, 
April 9-11. 


_At the twenty-ninth annual meeting of the Mississippi Valley Historical Asso- 

ciation, held at Austin, Texas, April 16-18, the following papers were presented: 
The South and Problems of Post-War Finance,” by George L. Anderson, 
Colorado College; “The Civil War Agricultural New Deal,” by Earl D. Ross, 
lowa State College of Agriculture and Mechanic Arts; “The Income Tax and the 
American Mind, 1860-1900,” by Elmer Ellis, University of Missouri. 
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The Johns Hopkins Press announces a new series of economic tracts, edited by 
Professor Jacob H. Hollander. The following will be published: (1) “Natural 
and Political Observations Mentioned in a following Index and made upon the 
Bills of Mortality,” by John Graunt, London, 1676, with introduction and notes 
by Professor Charles H. Hull; (2) (a) ‘Natural and Political Observations and 
Conclusions upon the state and condition of England,” 1696, (b) “Of the Naval 
Trade of England a? 1688 and the national profit then arising thereby,” 1697 
ms., by Gregory King, with introduction and notes by Professor George E 
Barnett; (3) (a) “A Memorial Concerning the Coyn of England,” 1695, ms, 
(b) “A memorial! concerning Creditt,” 1696, ms., by Charles Davenant, with 
introduction and notes by Professor Jacob H. Hollander; (4) “Estimate of the 
Degrees of Mortality of Mankind,” 1692, by Edmund Halley, with introduction 
and notes by Professor Lowell J. Reed. The subscription price for the entire series 
of four tracts is $4.00. The edition is limited to 500 copies. 


The Baltic Institute (Torin, Poland) is publishing researches in regard to par- 
ticular problems of the Baltic regions. Ten of these issues in the “pocket library” 
have appeared, among which may be named Gdynia, Poland’s Gateway to the Sea, 
by Jézef Borrowik, director of the Baltic Institute (25c.) ; Land Ownership 
and Population in Pomerania, by Arthur Osborne (10c.) ; The Sociology of the 
Struggle for Pomerania, by Florjan Znaniecki (10c.). These brief monographs 
may be ordered through J. S. Bergson, 4 Vernon Place, London WC1, England. 

The Baltic Institute publishes also a quarterly journal entitled Baltic Countries, 
Each issue will contain about 160 pages ($5.00, or equivalent at current rate 
of exchange). 


Brookings Institution: Leo Pasvolsky has spent the period from November, 
1935, to June, 1936, as chief economic analyst for the Division of Trade Agree- 
ments of the State Department. 

H. I. Richards, having completed his study of Cotton under the AAA for the 
Institute of Economics of the Brookings Institution, has accepted a position as 
senior agricultural economist with the Dairy Section of the AAA. 


Mrs. Ruth Gillette Hutchinson, associate professor of economics at Vassar 
College, died March 5, 1936, 


Dr. Thaddeus P. Thomas, professor emeritus of economics and sociology at 
Goucher College, died March 31, 1936. 


ointments and Resignations 


J. Ellwood Amos has been advanced from the rank of instructor of finance to 
that of assistant professor at the University of Pittsburgh. 


M. D. Anderson, professor of economics at the University of Florida, has been 
elected vice-president of the Southern Economic Association. 


Russell S. Bauder, who has been acting as associate director of the Missour 
State Reémployment Service, has resumed his duties as associate professor of 
economics at the University of Missouri. 


T. C. Bigham, who has been teaching for the past year at the University of 
Washington, Seattle, is expected to return to the University of Florida to resume 
his duties as professor of economics. 
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Arend E. Boer, instructor in commerce at the University of Pittsburgh, has 
been advanced to the rank of assistant professor. 


James F. Bogardus of the Wharton School of the University of Pennsylvania 
has been appointed Secretary of Forests and Waters by the governor. 


William J. Carson has resumed his teaching at the University of Pennsylvania 
after having served as executive secretary of the Central Statistical Board during 
the first half of the academic year. 


Melvin G. de Chazeau of the University of Virginia will spend the summer of 
1936 in England, studying the operating results in areas in which the Central 
Electricity Board is now supplying electricity under the Electricity (Supply) act 
of 1926. 


Arthur G. Coons, dean of men at Occidental College, has been promoted to 
the rank of professor of economics. 


Morris A. Copeland has resigned as professor of economics at the University 
of Michigan and is now executive secretary of the Central Statistical Board in 
Washington. 


Russell A. Dixon, instructor in economics at the University of Pittsburgh, has 
been advanced to the rank of assistant professor. 


Kenneth Duncan of Pomona College will be acting professor of economics 
at Stanford University during the summer quarter. 


Edwin A. Elliott, formerly head of the department of economics of Texas 
Christian University in Fort Worth, Texas, continues his service as regional 
director for the Sixteenth Region (including the states of Texas, Oklahoma, and 
New Mexico) of the National Labor Relations Board. 


Paul T. Ellsworth will return to his work at the University of Cincinnati in the 
autumn after a year as an expert with the United States Treasury Department 
in Washington. 


William W. Hewett of the University of Cincinnati has been elected president 
of the Social Science Section of the Ohio College Association. 


Paul L. Howell, formerly a research assistant in the Works Progress Adminis- 
tration, Washington, D.C., has been appointed to teach corporation finance, 
economic principles and labor at the School of Business Administration, University 
of Pittsburgh, during the absence of Professor Carroll R. Daugherty. 


I, Cyril James has been elected chairman of the graduate faculty in the social 
sciences at the University of Pennsylvania. 


Leland H. Jenks of Wellesley College will spend a Ys of the year 1936-37 


in London, studying some aspects of the migration of British capital between 
1875 and 1914. 

]. E. Kirshman has been appointed chairman of the department of economics 
in the University of Nebraska. 


Frank H. Knight of the University of Chicago gave an advanced seminar on 


‘The Price System’ at the University of Michigan during the second semester 
of the current academic year. 
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Oskar Lange of the | ersity of Cracow, Poland, was lecturer in economics 
at the University of Michis luring the second semester of the current academic 
year, giving courses 11 tics and business cycles. 


J. E. LeRossignol of the University of Nebraska has been granted a leave of 
absence for the first s« f 1936-37. 


926-3 


Harlan E. McGregor of the University of Iowa is teaching in DePauw Univer. 
sity the second semester, taking the place of W. A. Neiswanger. 


James W. Martin, professor of economics and director of the Bureau of Busi- 
ness Research at the University of Kentucky, has been appointed chairman of the 
State Tax Commission. He will be granted a leave of absence from the University 
in order to serve the 


Broadus Mitchell, associate professor of political economy at the Johns Hopkins 
University, served as consultant to the director, N.R.A. Division of Review, from 
November, 1935, to March, 1936. He also lectured in Howard University in 
the absence of Dr. Al Harris 


William A. Neiswanger has been given a leave of absence from his position 
as professor of econo: it DePauw University, to accept an appointment as 
senior industrial economist with the National Research Project, Works Progress 
Administration. 


Elizabeth Paschal, professor of economics and sociology at Eureka College, is 
on leave of absence fo second semester, 1935-36, to serve as regional super- 
visor of the Consumers’ Purchases Study, under the auspices of the Bureau of 


Home Economics of the United States Department of Agriculture. 
Stuart A. Rice has been appointed chairman of the Central Statistical Board 
in Washington. 


John W. Riley, Jr., will take the place of Professor Leland H. Jenks of Wel- 
lesley College during the latter’s leave of absence. 


Kenneth Rowe of the University of Denver has been serving as district repre- 
sentative of the Labor Relations Section, Resettlement Administration. 


Glenn W. Sutton of the School of Commerce, University of Georgia, had a 
leave of absence for the Spring quarter to assume the directorship for the south- 
eastern states of the federal government study of consumers’ purchases. 


C. O. Swayzee of the University of Nebraska has been appointed special repre- 


sentative in Lincoln of United States Employment Service, Department of 
Labor. 


Colston Warne, head of t economics department at Amherst College, has 
been made leader of the faculty for the Summer Institute for Social Progress at 
Wellesley College. 


Virgil Willit, assi rofessor of economics at Ohio State University, is on 
leave of absence to act sistant to the editor of publications of the Federal 
Home Loan Bank Bi Washington. 
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